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THE FRESIDENI HAS SEii.

THE VICE PRESIDENT
WASHINGTON

March 20, 1978

MEMORANDUM FOR THE PRESIDENT _—

FROM: THE VICE PRESIDENT VL/V\

I thought you might want to see the attached
Peter Hart analysis.
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. Peter .2 Hart Research Associates, Inc.

T0: The ‘Baron Re,pdi't ' ' \)}
" FROM:  Peter D. Hart : .
- SPECIAL REPORT: The Transitional Period of American Politics

v
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President Carter's Job Rating )

During his first yearlin office, President Carterftackled,many of the most

-dﬁfficu1t and vexing issues confronting America. He attempted to deal with

- more issues in one year than most administrations would dare tackle in one

term. Despite these efforts, the President is not being’we]]_recéived by
the American public. His job performancévrating has steadily déc]ined.

The latest NBC News/AP nationwide survey, taken in mid-February prior

~to the tentative agreement of the coal-strike, reveals the President's

approval score at 34% (excellent or good)--a 21 point decline in some six

months. Carter's decline is much s teeper than the declines five of the last -
‘seven presidents experienced in their first year--only Truman and Ford had
worse.dec]ines. Qur statewide polls indicate that the American pub]ic still -
likes Jimmy Carter on a personal Tevel,‘but‘eVen-here he is no longer as
pppu]ar as he was in the fall of 1977.

While there is a tendency to look at surveys as some kind of absb]ute_

measurement, I believe opinion polls can be likened to a pendulum. A coal

~ strike settlement could have been the catalyst to improve the President's

standing; the miners ended that possibility. President Carter has probably

reached his low point and he should begin a comeback in the next several

months. Improved prospects for the ratification of the Panama Cahal_Treaty,~
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- speare s Tine from Measure for Measure;_“The best men are mo]ded out of

. Peter' R, Hart Research Associates, Inc. * -

o and-the adoption of a 1ong-dverdue energy bi]] shod1d giVe the-President the
' type of tang1b1e accomp11shments that were m1ss1ng from his f1rst 12 months

" in off1ce At the same t1me, 1f his job rat1ng remains at this 1ow ebb for .

. —

- any extended period of-t1me, then these trans1tory perceptions of the voters

S

may become deeply ingrained attitudes which will make it most difficult for

the’President to reestablish his:pop01arity ‘One can on]y hOpe that. Shakeh

fau]ts, and, for the most, become the better for be1ng a 11tt1e bad "o
’app11es to Pres1dent Carter. '
One f1na] po1nt-needs to be-made'about}the.relationship between job .

ratingsvand'preSidential trial heats. Many pedp]e believe that because the

, President,'despite'hisa]ow'jbb rating, defeats all Republican riva]s at this

point in time, he will therefore win reelection. This type of logic is

faulty for two reasons: first, an’incumbent is always stronger in the pre-

~ campaign period'before:his‘oppohents get the sustained coverage he regularly' '

'receives. Second, the quality of:the'oppositionxis usually:determined by

_the inCUmbentis shoWing'in the po]]s For example,.a strong'Gera]d Ford or

’Lyndon Johnson would never have been challenged by Ronald Reagan or Eugene

' McCarthy. L1kew1se a strong Jimmy Carter will not be challenged by Jerry

Brown. S1m11ar]y, an up-and-com1nngepub11can may choose to bypass the 1980_
election if Jimmy Carter iS_strong.-_Many of theSe decisions will be made 12
-months from now, and the performance of Jimmy Carter in 1978 may tell us more

about 1980 than anything else.
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Fﬂer G'Hart.Research Associates Inc.
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“The Genera] Moaod

For seven years Hart Research Assoc1ates has been asking the quest1on,'"Are

- things in the country genera]]y go1ng in the r1ght direction or are they

seriously off on the wrong track’" Today, we find the mood shlftjng toward

an optimistic viewpoint. In six surveys conducted in 1978, a very‘small

[ -

plurality believes things are headed_in‘the‘right'direction. This represents

- a definite improvement_from:the fall of 1977. At:thevsame time, it should

be noted that.theePresident's‘job rating hasznbt‘jmpk0ved“during this period.

In faet;_this is the first time we have not had a corresponding improvement

- for a president. Until now,‘these’two measurements have tended to move in - -

lockstep. This ties inte a new attitude that Michael Baroﬁe, author of The

A]manac of American‘Po]itics,~has-noted——Americans today'seem to be more

concerned with prjvate matters and less concerned with government. Issues

ORI

of social concern have been replaced by jssues of self concern. We seem to

- feel that things can be okay with.the country, even if the Pres1dent 1s not

do1ng a great Job |
" We are present]y in a transitional per1od of American po11t1cs w1th

.the Watergate scanda] and the Vietnam War over, there is no cause which seems

to capture. the 1nterest of the public. Americans seem to be more concerned
with mak1ng the1r own lives work, and the present per1od is one of accomo- |
dation rather than confrontation. While the public seems aware of ‘the changes
and sacrificesethat will be necessary to deal with our problems, few indi-
viduals seem personally ready to make those sacrifices. At present, it

seems unlikely that the 1978 Conéressfona] elections will help us to define

the next era in American politics.:
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THE PRESIDENT HAS SEEN,

THE WHITE HOUSE
WASHINGTON
March 20, 1978
MEETING WITH TEACHER OF THE YEAR
Tuesday, March 21, 1978
2:15 p.m. (10 minutes)
The Oval Office

From: MARGARET COSTANZA v (_

PURPOSE

To meet and give recognition to the 1978 Teacher of the
Year, Elaine Barbour of Montrose, Colorado

BACKGROUND, PARTICIPANTS & PRESS PLAN

A.

G-.

Background: The Teacher of the Year program is in its
27th year and it is traditional for the President of

the United States to make this award. Last year, you
presented the award to Myrra Lee of California. This
year's winner, Elaine Barbour,was selected from intense
competition with 46 States and Micronesia participating.
The event is sponsored by Encyclopedia Britannica,

Ladies Home Journal and the Council of Chief State School
Officers.

Participants: Elaine Barbour, Teacher of the Year;

Henry Barbour (husband); Linda Barbour (daughter);

Edna Littlepage (84 year old mother); Senator Garry Hart
(Colorado); Representative and Mrs. Frank Evans (Colorado);
Secretary Califano; U.S. Commissioner of Education Ernest
Boyer; John Benton, Louise Benton, Charles Swanson
(Encyclopedia Britannica); Lenore Hershey, Editor, and
Robert Thomas, Publisher, Ladies Home Journal; Daniel Taylor,
Chief State School Officer; David Hamilton, Superintendent
of Schools, Montrose, Colorado; Calvin Frazier, Colorado
Commissioner of Education.

Press Plan: White House Photo

TALKING POINTS

To be provided by Jim Fallows

S
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CEREMONY OUTLINE

Following introduction, the President will present to
Elaine Barbour:

a. The Teacher of the Year Award
b. The traditional crystal "apple"

Mrs. Barbour after accepting the honor will present to
President Carter:

a. Bookends made of geod from the teachers of the Montrose
School District

b. Geod rock samples for Amy from Elaine Barbour's students



FALLOWS TALKING
: POINTS

N



THE WHITE HOUSE

WASHINGTON
March 21, 1978

MEMORANDUM TO THE PRESIDENT
FROM: JIM FALLOWSdv

SUBJECT: National Teacher of the Year Award - Elaine Barbour
March 21, 1978

1. Elaine Barbour, the teacher of the year, is 49 years
old. ©Shé was raised in Kentucky, and educated at Ashland
Junior College (in Kentucky) and Western State College

(in Colorado). For the last 23 years, she has been an
Elementary school teacher in West Virginia and Colorado.
For two consecutive summers she was chosen by the National
Education Society from thousands of applicants to teach
African teachers in college method courses in Sierra Leohe
and in Ethiopia. Since 1975 she has taught 6th graders at
Coal Creek Elementary School in Montrose, Colorado; it is
her work there that the award honors.

2. This administration has emphasized the importance of
helping our school children master the ic skills --
reading, writing, and arithmetic. Elaine Barbour has been

a pioneer in that approach. She recognizes that every child
learns at a different rate, in a different way; thus she
tries many different teaching methods to reach a child who
is having learning problems.

3. Elaine Barbour has emphasized to her students the importance
of self-disgcipline, hard work, and responsibility to the com-
munity. She says that Coal Creek School is "more like a
community of responsible citizens instead of a teacher-
disciplined school". She brought students, teachers and
community members together to renovate an "old, decaying,

paint peeled school into a thing of beauty." Virtually all of
this was done with volunteer effort, rather than taxpayers'
money. She says, "The students are convinced that if you want
something done, you work for it . . . a valuable insight."

4. Mrs. Barbour has also encouraged her students to understand
the natural world that surrounds them; she emphasizes ecology
and conservation as important on-going studies for her
students. The students have dug a pond to study aquatic life
and are now working on a solar greenhouse. They are now
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rebuilding an 1876 pioneer log cabin that they moved to
their five acre campus. They wilill turn it into a museum,
a living history lesson on pioneer life. The school also
has an "Outdoor Lab" which Mrs. Barbour has initiated. It
contains 1200 trees and windbreaks planted by . the students;
bird obsefvatories; all types of irrigation methods, and
more. :

You might mention your interest in some 60 different
species of trees growing at Camp David, and that Amy has
discovered the joy of pursuing such interests. Coal Creek
School students have sent her a rock collection, which will
be presented today.

5. Mrs. Barbour is an active member of the First Baptist
Church in her community. Her school choir sings for the
different rest homes at Halloween. They give up their
school party to "treat, not trick". They sing for rest
homes, conduct bingo games, and rake leaves for senior
citizens. :
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TIII.

MEETING WITH FARM POLICY ADVISORS

THE PRESIDENT HAS SEENe

THE WHITE HOUSE
WASHINGTON

PURPOSE

The purpose of this meeting is to discuss the farm

Tuesday, March 21, 1978

2:30 p.m.
Cabinet Room

Fromz: Stu_Eizenstat:}éAJ
Lynn Daft

2:30 Pm

policy situation as described in Secretary Bergland's

memorandum to you of March 13 and to decide on an
Administrati "

on strategy.

PARTICIPANTS

The meeting

will be attended by:

The Vice President
Gail Harrison,; VP
Secretary Bob Bergland

Howard

Hjort, USDA

Jim Webster, USDA
Bill Nordhaus,; CEA

J. B. P
Jim McI

enn, CEA
ntyre, OMB

Eliot Cutler, OMB
Frank Moore, CL
Dan Tate, CL
Jack Watson, IGR

Stu Eiz

enstat, DPS

Lynn Daft, DPS
Barry Bosworth, COWPS

BACKGROUND

Secretary Bergland's'Maréh 13 memorandum (Tab A) describes

the economic and political setting in some detail. 1In
brief, the memo says: :
* In response to intense constituent pressure, the

Congress is preparing to significantly alter the

1977 Farm Act.

In all likelihood, these changes

would be unacceptable, causing your advisors to
recommend a veto. '

oo



**  Economically, some segments of the farm community
... e.g. many producers of wheat, feed grains, and
~cotton ... are suffering from prices that are
below their production costs. Though the prices
of most of these commodities have strengthened
since last fall, they are expected to remain near
current levels for the remainder of the crop year.

*% Secretary Bergland, with the support of your other
farm policy advisors, plans to take a number of
program actions that will help mitigate the underlying
economic problems. However, these actions alone.
will not be sufficient to materially enhance farm
prices nor to defuse the political situation.

** . If we are to forestall action by the Congress (or
avoid the over-ride of a veto), we must take one
‘or more of the following actions: paid acreade
diversion, an expanded grain reserve, or higher
1978 target prices. -_ _

Economic Condition of the Farm Sector. Of the total
2.8 million farms in the U.S., there are about 460,000
units with annual sales of $40,000 or more. These
farms comprise the heart of commercial agriculture and
account for about 80 percent of total output. As
evidenced by the trends in Chart I (Tab B), these units
have experienced extreme instability in income since
1970. The rate of increase in farm indebtedness rose
very sharply during 1971-73,.slowed for a couple years,
then resumed its rapid rate of assent. Asset values
have increased correspondingly, resulting in a relatively
stable debt/asset relationship. However, the sharp
reversal in net income has made it difficult for many
operators to service their increased debt loads out of
a reduced cash flow. The continued rise of asset
values in the face of lower net income also means that
the rate of net return to equity is reduced and is now
lower than it has been in 25 years.

There does not appear to be a serious shortage of
capital in rural areas. Though loan/deposit ratios in
rural banks have risen, causing the capital market to
tighten somewhat, the major credit problem is caused by
the lower prices and incomes. PFurthermore, survey data
indicate that the loan/deposit ratio has now begun to
fall, as has banker concern over the level of the
ratio. Though farm loan repayments have been running
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slow since late 1976, the percentage of banks reporting
a slower rate of repayment has also begun to fall. 1In
‘brief, then, the squeeze on rural banking resources
appears to have at least temporarlly peaked in the
early fall of 1977. Recent trends in farm finance are
shown in the materlals at Tab C.

Another window through which to view the economic
condition of the farm sector is that of production
costs and the relationship of these costs to market
prices. and price support levels. With the exception of
rice and peanuts, recent market prices have been below
cost of production for most major field crops, despite
the recent strengthening of markets. However, there
are also wide regional disparities in cost of production
(See Tab'.D), helping explain why so much of the current
farm unrest occurs in the Southern Plains and parts of
the Southeast.

Congressional Situation. It is best described as fluid.
Agreement has been reached to take up the Talmadge bill
at 9:00 a.m. Tuesday, followed by four hours of debate.
The Dole bill and its debate are to follow, then both
measures are to be voted on with back-to-back votes at
4:00 p.m.

Talmadge states that he is trying to keep his bill "clean",
but anticipates amendments that will raise the target
prices and loan rates (possibly McGovern). Talmadge
would probably accept a McGovern amendment. Dole has
agreed'to have his bill considered separately, but specu-
lation istvery strong that he will offer his blll as

a substitute to Talmadge.

This likelihood would be strengthened if Foley develops a
bill and similar language is offered as an amendment to
Talmadge. We understand that Foley is developing a bill
with increased targets and loans, including a provision
to adjust these levels each year by the consumer price
index. He would also include land diversion similar to
Talmadge.

Analysis of the Options. The economic effects of

these options are summarized in Table I (Tab E). They
are compared to three legislative options now pending
before the Congress -- the Talmadge bill which provides
for paid acreage diversion, the Dole bill which links a
sliding target price to the share of producer acreage
set-aside, and the Foley bill which raises target
prices and loan rates.




Budget costs are highest for those measures that
‘raise target prices -- this includes both the Dole
and Foley bills. Additional budget costs of §$1.5
billion coule result.

None of the Administration initiatives nor the
Foley bill would have any significant effect on
food price inflation according to the USDA
analysis. The Talmadge and Dole bills would add
$2.7 to $3.5 billion to consumer food expenditures.

Adoption of either the Talmadge bill or the Dole
bill would preclude accomplishment of the
Administration's 30 to 35 mmt grain reserve
objectlve.

Adoption of the Talmadge bill would result in the
idling of vast acreage -- about 62 million acres
. == with associated community impacts to be expected.

In the absence of a change in policy, producer
returns for the 1978 crop are expected to fall
short of cost by over $400 million.



APPENDIX INDEX

Secretary Bergland's memorandum of March 13, 1978
Trends in farm operator family income

Farm finance trends

Cost of production data

Economic effects of farm policy options

Agricultural price trends






IMMEDIATE ACTION REQUESTED

DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D. C. 20250

MAR 13 W78

MEMORANDUM TO: THE PRESIDENT
SUBJECT: Agriculture Policy

The political situation for agrieculture has now reached a decision point.
The Senate Agriculture Committee will report a bill, sponsored by
Senator Talmadge, that mandates a massive paid land diversion. This bill
will most certainly pass the Senate. It may move to the Senate floor
on Friday, March 17. We do not plan to actively fight this measure. To
do so would only draw more attention to it and force a showdown roll

call vote.

We must be prepared to either stand firm, propose new initiatives of our
own, or react to proposa]s in the House.

The political implications of this decision are significant. We have
been meeting to. explore the options available to us and to assess their
relative economic and political merits. In this memorandum, we review
the political and economic situation and outlook, assess the major
options, and finally, seek your guidance as to the appropriate strategy

. and actions.

Policies Under Attack

The current attack on our food and agricultural policy is in part a
legacy of the atypical conditions that existed in 1972-75. However, the
unparalleled prosperity for agriculture was not shared equally by all
farmers. While crop farmers enjoyed record incomes, the 1ivestock
sector was severely jolted and suffered one of its most unprofitable
periods ever. After two decades of chronic surpluses, and low prices
and incomes, crop producers were eager to believe that agriculture was

- entering a new era -- an era ‘in which prices and incomes would continue

at high levels. Not only did many over invest and incur large debts on
the basis of unsustainable conditions, many also grew accustomed to a
higher standard of 1iving which they are most reluctant to reduce.

Our reexamination of current conditions in the farm sector suggests that
the number of farmers forced into bankruptcy is quite small, though many
are having severe cash flow problems, and renters in some areas are
having difficulty obtaining operating capital. In some areas credit
commitments are being met first out of reduced incomes, leaving less to
maintain ‘the families standard of 1iving. There are localized areas where
costs have risen relative to other areas and poor crops due to drought in
1977 combined with low prices made the problem particularly severe. In
general, renters are more adversely affected than are owner-operators.
Owners have benefitted from land price increases which enables them to
berrow on equity for operating capital. Renters do not have this option;
low commodity prices and 1ncreas1ng production costs soon places them in
a cost-price squeeze.

N
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In the view of many farmers and members of Congress, market prices are
simply too low and they do not believe that the 1977 Act will support a
viable farm operation. Based on their cost of production, protesters
think much higher prices levels are needed to achieve returns for
agriculture comparab]e to earnings in the non-farm economy. Our data
suggest that prices at lower levels, but above current ones , will
accomplish this objective.

The farmer dissatisfaction which began as a Tocal "strike" movement has

- grown into a widespread farm protest However, it is not uniformly
strong across the country. It is concentrated in areas that had poor
crops or Tow prices relative to costs, and it has attracted mostly

cash grain and cotton producers. OQOther crop and livestock producers

_have largely remained on the sidelines; cattle producers have only been
peripherally involved. They recognize that their prospects are improving,
but meat imports remain a particularly sensitive point with them.

The protest movement has been positive in that it served to publicize.

low returns to farmers and to raise the level of public knowledge and
concern. But 1t has also generated significant political pressure on the -
Congress to take action in this election year. The American Agriculture
Movement (AAM) was first ignored by the established farm organizations.
But, they have now joined in pressing Congress for action, although most
do not support the specific proposal of the AAM.

_ Proposed Solutions

A number of proposals have been advanced to provide more assistance to
agriculture. Most of the maJor farm organlzat1ons are arguing for
either additional land being taken out or for some
combination of higher target 'and .loan pri The Farm Bureau, the -
Farmers Union, the Grange, the National Wheat Growers Association, and
the National Corn Growers all favor a paid land d1vers10n program, to
encourage greater participation in the farm programs. The National
Farmers Organization and the Farmers Union both favor higher support
1eVe1s, at or approaching 100 percent of parity prices.

The AAM's proposal is to mandate that all farm commodities (including
exports) be traded at no Tess than 100 percent nor more than 115 percent
of the parity price. To prevent surplus production, sales would be
tightly contrelled through marketing quotas and certificates, and imports
that compete with domest1ca11y produced products could only enter at
prices above parity.

The AAM proposal i's s1gn1f1cant in that it is based on a ph1losophy of the
role of government in agriculture that is directly counter to that embodied
in the Farm Act of 1977. Their solution inplies a highly regulated agri-
culture for which there is little remaining opportunity for the market to
function. In fact, the sector would be regulated to the point that it .=
would be 1ittle different from a public utility.
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In contrast, the philosophy of the 1977 Farm Act is that market prices
should freely operate within a wide range bounded by loan levels at the
bottom, and grain reserve release prices to provide protection against
runaway prices for consumers and the economy at the top. Though c¢ircum-
stances make more Federal involvement in agriculture necessary at some
times than at others, the trend in policy and programs since the mid-1960's
has been toward greater reliance on the market and providing greater
producer freedom in deciding how to use resources. This Administration has
supported this. philosophy, although present conditions require greater
Federal involvement than we hope will be necessary in the future.

However, we should be fully aware of what this approach entails. We:
must periodically endure intense pressure from farm interests when prices
are near the lower bound and likewise, pressure from consumer interests
will be severe when prices are near the upper bound. Stable prices
within the range will, of course, ‘bring more tranquil times. This
problem is inherent in any approach that relies on the market and must

be accepted if the highly regu]ated approach is rejected. '

Assessment of the Leg1slatwvefS1tuatuon

The Senate Agriculture Committee will meet at 10:00 a.m. Monday to consider
the Talmadge bill. Senators Dole, McGovern and Melcher are expected to
offer amendments, but we expect the Talmadge bill to be reported with

only minor modifications. The Chairman intends to attach the Committee
bi11 to a House-passed bill making technical changes 1n raisin market1ng
“orders.

.If the Senate passes the Talmadge bill, as expected, the House Committee
will be pressed to have the Senate amendments accepted on the House floor,
so the matter could move to a Conference Committee quickly. Such a
strategy could have the bill on your desk by April 1. However, there will
be opposition in the House although it is uncertain whether it will be
sufficient to defeat the bill.

Without this accelerated approach, the bill could not bevpa$sed until
late April or early May, too late to have an impact on 1978 plantings.

We conclude that ‘the Senate is certain to pass the Talmadge bill or a
stronger one, but the outcome in the House 1is unpredictable. An
Administration initiative may prevent House action.

The Case for an Administrative In1t1at1ve

Our assessment of the Congressional situation suggests any legislation
coming from the Congress probably will necessitate a veto. 1o avoid this
the Administration must take the initiative.” The case for doing so is
based both on pol1t1ca1 and econom1c considerations. We turn now to the
case on economic grounds. -
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The Agriculture Economy

The rapid rise in farm product prices led the inflationary surge that began
in 1972. However, the farm sector has not been a contributor to persistent
inflation since 1974. Actually, prices received by farmers declined from
1974 to 1975, and were stable from 1975 through 1977, while the prices of
goods and services in the general economy have continued to rise.

Prices of 1nputs purchased by farmers from the non-farm sector have
continued to rise rapidly since 1972, and have remained above prices
received since mid-1976 (see Figure 1) Farm income has declined each
year since 1973 and leaves purchasing power where it was in 1971.

Prices'Be]ow Cost

Although farm prices have improved recently, they remain well below
average production costs for producers of cotton, wheat and feed grains,
even when prices are adjusted for deficiency payments:

tten e ; ferpivice seesonhvege ;| Costof
 Corn Y 2.00 2.00-2.10 2.30
~ Wheat Y 2.58 - 2.75-2.85%* 3.36
Cotton :  ¢/lb. 48.8 500 65.0
Rice  :  $/cut. 11.40 9.40-9.60 - 9.45
Peanuts :  ¢/Tb. 215 2.5 17.0
itk : $/cut. 10.20 110.10-10.30 - 10.30

* Inc]udes costs to renter, including return to owner of land, and
allows for machinery and equipment ownership. Does not include return
to management but prices labor used in the production process at the
manufacturing wage rate.

*¥ Includes deficiency payments.

Income Supports Below Costs

The amount of support provided by commod1ty programs relative to expected
prices (including deficiency payments) in 1978 is shown in Figure 2. This
comparison shows that the supports provided through government programs are
below full production costs for most commodities. The support programs need
not cover all costs, but all costs must be covered over time to have a
viable agriculture sector. The more faverable treatment accorded some
commog1t1es than others 1s extremely difficult to Justify on economic
grounds
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- Supply-Demand Imbalances

The world 1is relatively well supplied with farm commodities. In recent
years several milljon more acres have been used to grow crops in the

United States than the market required. This extra product1on was

added to stocks. By the end of 1977/78, stocks of all our major commodities
will be adequate to excessive. Wheat stocks will be near 1.2 billion
bushels; corn stocks will likely exceed 1.1 billion bushels; soybean

stocks will be 200-250 million bushe]s and cotton stocks of 5.0-6.0
million bales are expected.

The grain reserve program will remove excess wheat and feed grains from
the market. - Set-aside programs for wheat and feed grains will help
balance production with consumption requirements. Unless weather patterns
are abnormally favorable, wheat stocks and cotton will be reduced over the
1978/79 season. But, even with the feed gra1n,set -aside, feed grain and
soybean stocks will again rise unless weather is bad. The excess acreage
appears to be about 9-10 million acres, after recognizing that 1ower

- quality acres would be taken out of production first.

This overview of the s1tuat1on and near term prospects.suggests that

- measures to improve the incomes of certain commodity producers, notably
grain producers, have merit. Our taking the initiative to institute
-appropriate measures could have positive political benefits and be less
disruptive economically than the solution the Congress is 1ikely to advance.

The Case Against An Administration Initiative
The arguments against any Administration initiative are:

Improving Price Prospects

- Prices for the major agricultural commodities have improved since the lows
of last summer or fall.

Commodity Market Prices (Farm)

: 1977 ;1978

Unit : July [ Aug. [ Sept.: Oct. . Nov. : Dec. : dJan. :Feb.(2/15)
Corn $/bu. ~ : 1.88 1.63 1.60 1.67 1.88 1.96 2.00 2.00
Wheat $/bu. D2.06 2,13 216 2.30 2.46 2.47 2.53  2.58

Cotton ¢/1b. :63.1 60.9 59.1 53.1 51.4 47.9 48.0  48.8
Soybean $/bu. . 6.60 5.42 5.17 5.28 5.61 5.69 5.75  5.42°

Rice $/cwt. ¢ 6.68 8.02 8.12 8.92 10.20 11.00 10.70  11.40
Cattle $/cwt. .38.00 37.50 37.60 38.50 38.10 39.30 40.50  42.70
Cows $/cwt.  :24.50 24.40 24.60 23.40 23.20 24.00 26.50  30.10

Feeders §/cwt. ,36.60 37.10 38.30 37.60 37.00 37.80 40.80  44.50
Hogs $/cwt.  :44.90 42.80 40.20 39.90 37.50 41.50 43.90  47.90
Broilers ¢/1b. ;26.2 23.9 24.0 23.1 23.0 20.2 22.8  24.3
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Futures market prices faor the maJor commodities indicate prices will
remain near current levels or increase slightly, except1ng hogs:

Commodity Futures Prices (March 7-9)

: : : I 1978 e 1979
Unit : Market:March/: May/ : July/:Sept./: Nov./: Jan./: March/
: : Apr. : June : Aug. : Oct. : Dec. : Feb. : Apr.
Corn $/bu. ;-Chi. o 2.34 2.38 2,40 2.39 2.40 - 2.48
Wheat $/bu. : K.C. 2.77 2.71 2.72 2.76 2.81  ---  2.85
Cotton ¢/1b. : N.Y. ——- 58.0 58.9 59.9 60.3  --- 61.4

Soybeans $/bu.: Chi.  6.59 6.66 6.70 6.33 6.19 6.27  6.34
Steers §/cwt. : Chi. 48.87 48.92 48.40 48.33 48.62 48.64 48.51
Feeders §/cwt.: Chi. 55.70 50.68 50.84 54.58 54.09 55.90  ---
Hogs $/cwt. : Chi. 46.57 48.49 48.56 41.92 42.27 41.17 39.58
Broflers ¢/1b.: Chi. 41.95 43.01 43.50 == =ex oo o

The- 1978 prospects for cattle producers are much 1mproved The herd
liquidation that started in 1974 is apparently nearing an end. As
animals are retained in the herds for breeding stock, cattle (and retail
beef) prices will increase throughout the year. Pork production was
expected to reach a cyclical peak in 1978, causing prices to fall more
than indicated above, but adverse winter weather has altered preduction
prospects somewhat. There is some concern-that an overexpansion may
occur, resulting in even sharper price declines in 1979.

A eombinatﬁon of continued strong export sales, formation of the farmer-
owned grain reserve, the set-aside program for wheat and feed grains,

and other planned actions should be sufficient to hold prices at present
Tevels or increase them modestly, even with good (although not unusually
favorable) crop conditions through 1978. Use of these tools, while
allowing the market to operate within wide bounds, was our initia] policy
embodied in the 1977 Act. That the 1977 Act will work if given a chance
has been our oft-repeated response to the protesters and our rationale
for not taking new initiatives.
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Budget Outlays and Price Impacts

Any new initiatives that will improve farm returns significantly enough
to avoid a confrontation with the Congress and placate the farm community
will either require additional budget outlays or will have some (although
small) impacts on the general price level.

Timely Implementation

Some of the initiatives require new programs which must be designed and
impTemented very quickly if they are to have any impact on 1978 crops.
During the 1972-76 period, when commodity programs were 1arge1y inoperative,
the previous administration reduced the number of employees in ASCS (the
program administering agency), especially in the county offices across the
country. The Agency is now strained to devise and operate the programs in
the 1977 Farm Law. Adding new programs which must be quickly implemented

to the workload is just not feasible in some cases.

What Can and Should We Do

There are several actions that might be taken which if appropriately
packaged could help defuse the situation. Some of these actions are
mandated by law and must be taken anyway, but others are new initiatives.
These actions fall into two groups: (A) several new or revised programs
with 1ittle budget and price impacts, and (B) several optional program
initiatives for significantly improving farm returns.

(A) Actions that we p]anfto take which fall in the first group include:

o to help ease credit conditions in the farm communlty, we
plan to (1) support legislation for an economic emergency
loan program (see Tab A), and (2) seek quick Congressional
approval to permit negotiated interest rates on guaranteed
farm loans and increases in the maximum amounts that can be
loaned for farm ownership:and farm operating purposes.

o seek Congressional approval of our proposed all risk crop
insurance program (the decision memo will be to you in a
- few days).

o Publicize the fact that authorities in the 1977 Act per-
mitting purchases of commodities for use in disaster areas, or
for providing financial assistance for feed supplies, are
available to help farmers who suffer a natural disaster.



THE PRESIDENT Page -8

o Encourage the Congress to move quickly to authorize our recent
proposal for an International Emergency Wheat Reserve.

0 Purchase wheat for the International Emergency Reserve as soon
as the program is authorized and the farmer-owned reserve is
filled.

0 Allow wheat producers to graze wheat already planted instead
of harvesting it for grain (producers still get a payment but
~ forego the target price payment). ,

o Raise the loan level for 1978 crop soybeans to $4.50 a bushel.

o Announce the 1978 crop rice program target price and Toan
Tevels, and that there will be no set-aside for 1978 crop
rice; if rice production is in excess of requirements, the
excess will be added to the food grain reserve.

o Announce an increase in the milk price support effective
April 1 (mandated by the 1977 Act), and stress that aggressive
sales efforts are being made to move non-fat dry milk into
market channels.

o Announce our intention to develop a sugar program for the 1979
and subsequent crops, as a backup measure to encourage ratifi-
cation of the ISA.

There is general agreement among your advisors on the minor actions. I
will move to implement them quickly and in a way that maximizes the
exposure and the positive benefits for producers. However, even these
actions in combination will be insufficient to forestall action by the
Congress. If we are to do this, we must offer something that guarantees
higher producer returns.

To insure higher returns to producers the dvenues open to us involve
either higher prices or increased transfer payments. There are three
- basic strategies we. may follow:

(B)o Take more land out of production in 1978 through a paid land
diversion program.

o To the extent necessary, place excess 1978 crop production
into reserve next fall.

o Support 1egislation to increase target prices for 1978 crops.
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Land Diversion

There is strong support in Congress for a land diversion program. For
wheat and feed grains, which have a set-aside program in effect, a land
diversion program would be offered to set-aside participants only; since
we do not have a set-aside program in 1978 for cotton and oats, the land
diversion could be offered to all producers of these crops.

Legal authority exists for either a bid or offer system. Although the bid
system is clearly the most cost effective, and would be preferable under
normal circumstances, ASCS does not believe it could implement the program
in time for this years crops. The signup period for the 1978 set-aside
programs has already started and farmers are planting, or will start
planting, spring crops. ASCS could, however, implement an offer system.

A land diversion program can be structured so that there is no net increase
in _budget outlays for fiscal years 1978 and 1979 combined. The resulting
increase in price reduces deficiency payments, and the reduction in
production means more commodity loans would be repaid and fewer new ones
made. This option, therefore, is the increased price, low budget option.

Reserve Expansion

The alternative to a land diversion program in 1978 is a firm commitment
to remove from the market all production in excess of the quantities that
would be required to fill domestic and export requirements at specified
price objectives. In addition, this announcement should be accompanied

. With a further commitment to have a paid land diversion program in 1979
if stocks from previous crops are excessive.

The proposal to place any excess grain in reserve and to commit to a paid
diversion program for next year (if one is necessary), designed to
realize the same net return to producers as either the land diversion or
target price solutions, would mean Targer budget outlays than for the
diversion option, but lower outlays than for the target price option.

Increased Target Prices

The third alternative is to support legislation to increase target prices
for the major crops. This solution involves added budget outlays but.
little price impact, and is favored by a significant proportion of the
Congress. A consideration is that once the 1977 Farm Act is opened for
amendment, the Congress might increase outlays more than would be
acceptable to us.
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An increase leads to a direct increase in deficiency payments, but because
it would not affect planting decisions in 1978, significantly, there would
be little offsetting savings from loan activities. However, raising
target prices would raise the level of income protection in subsequent
years and would encourage production of those crops. Also, the ability to
capture acreage under set-aside programs would be enhanced. This is the
increased budget, low price option.

My Director of Economics is meeting with the Senate Agriculture Committee
Monday morning at 10:00 to review the various bills and to discuss their
economic implications. Following that meeting we will have a better

idea of the possibilities for our reaching agreement with the committees.
I have promised both Senator Talmadge and Congressman Foley that I would
outline the Administration's position very soon. The situation is
sufficiently complicated and fluid that I believe it would be best if we
met to discuss it at greater length before I do that. I therefore
recommend that we sit down with the Vice President, Stu Ejzenstat,
Charles Schultze and Jim McIntyre at your earliest convenience to discuss
our strategy. At that time I will have detailed estimates of the impact
of each optien on farm income, Treasury outlays and consumer prices.

Sincerely,

Secretary
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Figure 2

“Parity Pfices,'Market Prices, Support Leﬁels,”and‘Cash

" Costs as a Percent of Total Costs
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TAB A
AGRICULTURAL CREDIT

FARM OPERATING AND REAL ESTATE CREDIT

Farmers Home Administration (FmHA) loans for real estate and production
purposes are processed by Federal employees and advanced from a Federal
revolving fund at below market and subsidized rates of interest. Because
of limitations on Federal employment and budget outlays, it has been
difficult to increase FmHA lending in response to changes In economic
conditions in rural areas. Consequently, the Administration has proposed
legislation that would authorize USDA to guarantee loans made by private
credit sources to farmers who would otherwise not be able to obtain
credit. These loans would bear interest at a rate negotiated between
borrower and lender. Such a program, if authorized by Congress, would
permit FmHA to increase its role as a supplemental lender, as circumstances
require, without a major impact on Federal employment or budget outlays.
The House is expected to pass a bill providing authority for guaranteed
loans at negotiated interest rates, but unfortunately, the House bill may
also make objectionable changes in the existing loan program. An effort
will be made in the Senate to obtain a bill without these changes.

ECONOMIC EMERGENCY LOAN PROGRAM

The aggregate financial condition of the farm sector is less favorable

now than a year ago. While market prices of farm products have risen about
10 percent since last September, reflecting a continued heavy demand for
exports, prices of many farm commodities adjusted to include government
payments are below average cost of production.

This serious cash flow problem, particularly acute among grain producers,
has been eased somewhat, partially through record CCC loan activity and
distribution of wheat target price payments. Nonetheless, one in five
farmers still has a serious cash flow problem which is compounded by the
fact that the ratio of farm debt to farm income has risen to 5 te. 1, up
from 2 to I in 1973. Worst off are new entrants to farming and those who
have recently purchased land and made major capital improvements.

At this time it appears that many credit sources will be able to expand

their farm operating loan volume. However, for a significant number of

farmers experiencing cash flow problems, banks will look closely at loan

requests and only lend an amount equal to the bank's estimate of revenue

the farmer's commodity will yield. There is strong likelihood that farmers
experiencing cash flow problems will be unable to secure all the credit they

need to adequately manage thelr farm operation in the coming year. Unavailability
of long-term capital also continues to be a problem in many farm areas.

The House is expected to enact soon legislation establishing an economic
emergency loan program which will have the following characteristics:

-~ Limited to farmers who cannot obtain credit elsewhere.

-— Use of loans limited to restructuring existing debt, to meeting
current installments on loans, and to permitting continued farm
operation during this interim period. Loans would not be available
for expansion or major shifts in operation. '



~ —— Loans would be at an interest rate covering the Govermment's cost of
borrowing. ’ :
Total FmHA credit would be up to a maximum of $300-$400 thousand per
operator for insured or guaranteed loans.
-- Total program would be limited to $1.5 billion total outstanding in
FY 1978; $3.0 billion total outstanding in FY 1979.
-- Borrowers would be required to refinance their loans with private sources
when they are able. A
—-- Authority for new loans under this program would expire at the end of
- calendar year 1979.

To an extent which cannot be estimated now, economic emergency loans may
offset the demand for regular FmHA farm operating and real estate loans.
Administrative costs for the program are estimated at $2 million in FY 1978
and $ 4.6 million in FY 1979. Losses under this program are expected to

. amount to 1-2 percent of total 1oans,gof less than $ 50 million.






THE WHITE HOUSE

WASHINGTON

March 14, 1978

MEMORANDUM FOR: THE PRESIDENT

FROM: STU EIZENSTAT ’)Ll/b
‘ LYNN DAFT

SUBJECT: Secretary Bergland's March 13

Agricultural Policy Memorandum

We have been working closely with Secretary Bergland and his
staff in recent days to map out a strategy for dealing with the
considerable pressures from the Congress and the farm

community to amend our current farm policy. The overall
situation and our major options are described in the Secretary's
memorandum.

We concur with the Secretary's recommendation that you meet
with a small group of your advisors to discuss the issue.
Since Senator Talmadge is working for the quick passage of
legislation and since planting season is upon us in some
regions, this meeting should be scheduled as soon as possible.

This is going to be a close call. Though it ig difficult

to read the mood of the House of Representatives on this topic,
we expect the Congress to pass legislation if the Administration
does not seize the initiative soon by taking one of the actions
described on pages 9 and 10 of the Bergland memo. Even

then, there is a chance that any legislation the Congress

passes on its own would be unacceptable and would have to be
vetoed.

We believe it is important to avoid that situation, if at

all possible. Politically, the best way to do so may be a
modest land diversion program. Such a program could be
implemented at a cost of $700 - $800 million for wheat and
feed grain producers. The price effects might be modest.

By linking this program to the set-aside program, participation
in the set-aside would be improved. The most serious drawback
to this approach is the difficulty of gearing-up quickly for
effective administration of the program and the fact it may
look like an inflationary action at the same time we are
seeking to develop an anti-inflation image.
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From an administrative viewpoint, the expanded reserve

option is preferable in that it preserves maximum administrative
flexibility. 'Given the uncertainty of the current situation

‘and the possibility that market prices will continue to strengthen,
such flexibility is important. Moreover, it might be less

inflationary. However, this may not be enough to head-off
action on the Hill.







EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAR 14 1978

MEMORANDUM FOR THE PRESIDENT O"ffz)

FROM: gim McIntyre LU

SUBJECT: | Agricultural Policy

Here are my comments on Secretary Bergland's latest memo
to you on farm policy. ‘

I agree with the Secretary on the need for an early
meeting with you and others of your top staff to discuss
the changes the Administration should make in its declared
farm program policies. However, I would be more confident
going into such a meeting if I had from Agriculture their
'estimates of the impact of the major options on (1) con-
sumer prices, (2) farm income, and (3) budget in time for
Charlie Schultze and me to review them before hand.
Agriculture has one of the best estimating capabilities

in the Government, and they should be able to generate
estimates in time for us to test their critical assumptions
and judgments.

I also believe that whatever package of changes we decide
to make should be tied to a veto strategy. We should

- inform the agricultural leadership on the Hill that we w111
~go this far and no farther and that if they legislate a
program in excess of what we offer, it will be vetoed. And
we should stick to that decision. T

The portents we have seen indicate that things are looking
up in agriculture. Thus we should not be pushed into
possibly unnecessary and counterproductive action, espe-
‘cially without a very clear idea of where the major options
will take us with respect to prices, farm income, and
Federal outlays.

As to the "minor" program changes and announcements USDA
proposes, we have the following remarks:



We see no political advantage in announc1ng in
this context a proposal for crop insurance that
will requlre farmers to pay for that which they
now receive free as disaster assistance - although
we definitely support the concept.

Unless there are compelling reasons for doing so,
we would avoid saying anything about sugar at this
time. Although the International Sugar Agreement
is being held hostage for a long term domestic
sugar program, there are problems with almost every
identified sugar program- optlon and none of the
details has been worked out in the Executive Office.

As to the major new proposals,bI reiterate that, at the moment,-
we don't know where any of them will lead us, but we do. know

that.

Voluntary land diversion programs based on offers

are less effective than those based on bids (you

pay for more than you get) and that they are impossible
to control once the offer has been made. Thus, the
offers must be calculated so as not to result in
undesirably short crops.

Specifying new price objectives is an invitation to
Congress to mandate higher loan rates.

By recommending changes requiring legislation (as is
the case with higher target prlces) we would be

-dellberately doing that which we are seeking to avoid.

Pending detailed analysis that may lead to different conclusions,
I would prefer a 1978 land diversion program to expansion of
reserves because:

Even if we go for the additional reserves in 1978,
we likely will have to initiate a land diversion
program for the 1979 crops to prevent accumulation
of completely unmanageable oversupplies.

A 1978 land diversion will result in outlays in
FY 1978 rather than in 1979 - which is preferable

from a budget standpoint.



" CEA




THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

March 13, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: Charlie Schultze€<¢ S

SUBJECT: Secretary Bergland's memo on Agricultural
Policy

1. The Secretary suggests an early meeting with you,

the Vice President, Eizenstat, Schultze, and McIntyre
to discuss strategy on the farm situation. I agree.

2. The Secretary has suggested a package of possible
_actions that the Admlnlstratlon might take to "help
defuse: the situation."”

A number of these actions are-relatively noncontroversial,
and many of them would have to be taken anyway. I have
no problem with most of them. o

The Secretary discusses three alternative major
actions to strengthen farm prices or incomes: (i) land
diversion; (ii) reserve expansion; and (iii) increased
- target prices. The first two could be done administratively, .
- the third would take legislation.

3. - With respect to strategy: I do not believe any of the

v major alternatives suggested by the Secretary is likely
to forestall strong legislative measures. Howeéver,
announcing such an action might make sense as part of a
veto strategy. We could announce a responsible program,
but indicate the Administration's strong opposition to
legislative measures which go beyond that, implying the
very strong likelihood of veto. What you announce and
when you announce it depends upon whether you are
willing to veto a bill which goes beyond it. Announcing
a major action now, and later signing a more generous
new farm bill could get us the worst of both worlds.
If, for example, we should announce higher price objectives,
to be achieved through increased reserve acquisition,
and the Congress passes an increase in target prices,
we could get whipsawed: the higher target prices
encourage more production and we are committed to buy
it up to meet our market price objectives.




With respect to substance, I believe the reserve
acquisition approach is the most appropriate route if
action has to be taken. Under this approach a firm
commitment would be made to remove from the market, and
put into reserve, production in excess of requirements
at a specified set of price objectives.

Season average prices in the market for wheat and
corn are somewhat above the loan levels ($2.15 for corn
vs. a loan of $2.00; $2.50 for wheat vs. a loan rate of
$2.25). If the new price objectives are set at expected
season average prices, they would prov1de additional
insurance for farmers without a major inflationary
consequence. Price objectives significantly higher
than this would be damaging to inflation.

Either of the other two alternatives -- land
diversion and higher target prices -- has substantial
disadvantages, spelled out in the Secretary's memo.

If you announce any major program, there will be costs:

. the EPG will shortly be approaching you
with suggestions for a series of anti-
inflationary steps;

. it will look very inconsistent for you to
be announcing a series of steps which appear
to raise farm prices at about the same time.

If something must be done, however, the reserve
acquisition program will do least psychological and
economic damage. It can be billed, among other things,

as increasing our protection against future inflationary
shocks -- adding to reserves now, when prices are low,

to guard against large price increases in years of crop
shortage.

In summary, I recommend (tentatively, and subject to
later discussion):

. we meet to discuss our response to Congressional
moves;

. we take no major actions except in the context
of announcing strong opposition to any legislative
measures that go beyond that action, and the
likelihood of a veto should such legislation
pass.



. in the context of such a strategy, we be prepared
to put forth a responsible initiative centering
around an expanded reserve acquisition program

with price objectlves roughly equal to expected
season average prices.



CONGRESSIONAL
LIAISON



Congressional Liaison

Due to intense pressure from radical striking farmers,
the Senate Agriculture Committee will hold a mark-up on
Wednesday to consider bills (flexible parity, increased
target prices, etc.) more costly than the Talmadge 31
million acre land diversion measure which was reported
out today. '

Thus far, the only Administration official to oppose
forcefully the irresponsible proposals has been the
President. If he must stand alone publicly, then he
should on Tuesday (anticipating the Wednesday mark-up) :
(1) announce the administrative or legislative relief

we support or have developed and (2) denounce the flexible
parity and increased target price proposals as too

costly to consumers, disastrous for other segments of
American agriculture (livestock) and fiscally irresponsible.

We must attempt to offset the ever-growing pressure on
Congress to act by exposing the insanity of the strikers'
demands and by espousing significant rellef ‘for legitimate
farmer needs.

(FYI, Rhodes and the Republicans have announced their own
policy which is more generous.)
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Chart 1

Assets compared vith income

A. Farm assets and net income
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Assets compate_d' with debt
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Chare 4

Debt financing compared with capital formation
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Chart 5

Debt financing compared with income flows

A. Farm cash flow, net incame, and increase in debt
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Federal Reserve Bank surveys of agricultural credit conditions

Table 3

Date Federal Reserve District '
- of 5 7 9 10 1
survey Richmond Chicago Minneapolis Kansas City Dallas
Average loan/deposit ratio (per cent)
1976--January 60 57 63 56 54
April - 61 56 - 63 57 55
July - 64 58 65 59 58
October 62 59 66 62 60
1977--danuary 62 59 64 - 61 57
April 64 ° 59 .63 62 ‘58
July 66 61 66 65 - 62
“October ' 65 64 68 65 63
1978--January 66 62 67 62 60
| Percentage of banks with a loan/deposit rat1o
that is higher than des1red
1976--January 9 23 16 37 17
April 6 20 16 34 15
July 15 24 26 39 19
October 9 25 26 51 26
1977--January 0 26 18 48 16"
April. 17 28 20 52 - 17
July 23 38 29 59 26
October 15 46 35 52 28
1978--January 21 41 34 23

bjc



" Table 4

Fedeka] Reserve Bank surveys of agricultural credit conditions

Date Federal Reserve District
of - ‘ 5 7 9 10 11
survey Richmond Chicago Minneapolis Kansas City Dallas

Percentage of banks reporting a slower rate
of farm loan repayments*

1976--January 21 ‘ 21 o 31 - 34 .- 28 '
April 20 18 - 42 3 - 21
July 0 15 35 26 15
~ October 11 - 19 - 60 . 56 , 28
- 1977--Jdanuary - 23 28 - 75 -~ 68 28
April 6 .30 75 64 .. 26
July ' 11 40 . Y 67 31
October 23 52 4 63 38 .

1978--January 57 5 61 52 49

Percentage of banks referring more farm borrowers
to nonbank credit agencies*

1976--January .- .16 26 - 18

9

April 13 - : 13 o 20 13

July 3 -- 12 19 ' 7

October 3 N 14 25 9
1977 ~-Jdanuary 3 - 27 34 - 15

April -9 -- : 33 o 37 : 22 .

July 10 - 28 37 - 21

October- 16 -- 25 - 45 29

© 1978--danuary 29 -- R I [ 31

* Respondents in Districts 5, 9} and 11 are asked to compare "current™
experience with "usual® experience. In Districts 7 and 10, respondents

are asked to compare experience during the past quarter w1th that of a
year earlier. . _

bjc
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Table I . Regional Comparison of Costs of Productionl/
for Selected Commodities, 1978

Commodity Region ' Cost
Wheat Northwest $2.86
Corn Belt $2.88

Southeast $3.43

Southern Plains ' $3.49

Northeast $3.56

Corn _ o Corn Belt $2.09
Southeast $2.75

Southwest $3.16

Soybeans Northern Plains $4.87
Southeast $5.96

Cotton ' Southest $ .52
Delta . $ .69

Southeast S .77

Barley Northwest ' $2.08
» Southwest $3.26

i/ Total costs including variable, marhinery ownership
and farm overhaul costs, return to management, and a
land charge based on average acquisition value.



COST OF PRODUCTION WITH LABOR CHARGED AT AVERAGE MANUFACTURING RATES,
'FARM PRICES, AND PARITY, 1978, FOR SELECTED COMMODITIES

'_.Machinery &

Parity ..

_,4/ Sum of variable and level costs.
12/ Replacement, interest, taxes, and insurance.
6/ Sum of all costs except management.

Milk

1/ The level shown is the higher of the target price (T), loan rate (L), or purchase price (P).
2/ Includes variable and general farm overhead costs including hired labor and operator labor charged at

the manufacturing wage rate, except for tobacco and milk where hired labor is a separate item.
3/ Weighted average of share and cash cents (includes value of peanut, tobacco and rice allotments)

- » Do » Tot. Cost Ferm
o -~ 1978 Support Variable  Land Total "Cash" - Equipment (excl. mgmt.) = Price Price
Commodity  Unit Level 1/ _Cost 2/ Cost 3/ _ Costs 4/ _ Ownership 5/ 6/ 2/15/77 2/77
Cotton  1b. 0.52 (D) W42 0.10 0.52 0.13 - 0.65 488 0.866
Céfﬁ bu. 2.10 (T) 11.33 0.62 "11.95 0.35 | 2.30 2.00 »3.54
: Serghumv bu. 2.28 (T) 1.63 -0.46 2.09 0.60 2.69 1.74 3.29
Barley bu. 2,25 (T) 1.43 0.54 1.97 0.55 2.52 181 - 3.12
Oats bu. 1.03 (L) .86 0.48 1.34 1 0.39 1.73 1.15 1;83
Wheat bu. 3,00 (T) 1.90 0.74 2.64 0.72 3.36 2.58 5.07
Soybeans  bu. 4.00 (L) 2.61 2.0 4,67 1.00 5.67 5.42  8.38
Rice cwt.  8.43 (T) 6.96  1.50 8.46 0.99 19,45 11.40  14.70
Peanuts  1b. 0.21 (L) 10.10 0.05 0.15 0.02 0.17 0.215  0.301
obacco (burky b 1.21 (L) 1.24 0.39 1.63 0.26 1.89 1.23 1.73
' 9.00 (P) 8.71 0.13 8.84 1.49 10.33 10.20  11.64






TABLE I. Econcmic Effegts of Alterneﬂ;ive Farm Policy Options, 1978 Crop

: : 1977 ~ Land Reserve : 'I{igher o Talnddge " Dole Foley
- Ttem : | Act Diversion Adjustment Target Prices = Bill Bill Bill
Deficiency Payments 1,202 1,185 1,146 - 2,119 785 2,679 2,55
Set~-aside Payments - 184 - ' - 2,108 —
Ioan & Inventory 1,473 1,178 1,563 1,484 486 - 994 1,621
Other 2,564 ' 2,580 - 2,607 2, 590 : ' 2,477 2,660 2,603
Total CCC Outlays 5,329 5,127 5,316 6 193 - ' 5,284 » 6,333 0,782
(million dollars; _ '
- Ave. FY'78-'79) |
Producer returns less -411 1,324 . 1,307 . 1,217 : B 7,532 5;725 | 2-,098
cost?/ (mill. dollars) ‘ ' _ - : ' :
Percentage change in 67 . 67 67 =7 -8 . 7-8 67
consuner price index : » . :
for all food ' ' ‘ _
Set-aside acreage 15.1 22.0 5.1 15.8 61.8  34.0 16.4
(million acres) ’ ' - - ' o o
Ending year grain 32.0 32.0 43.0 . 32,0 v 12.3 23,52/ 32.0
reserve (mill metric : o : o ' L . ‘
tons)
Seascn ave. price o
received by farmers: : - ‘ , _ - _
Qorn ($/bu.) 2.10 : 2,25 2.35° 2.10 e 2.50 2.30 2,10
Wheat ($/bu.) 2,70 - 2.70 - 2.70 ' 2.70 o - 3.50 . 2.90 2.70
C_ottoh (¢/lb.) - - 53.0 56.0 . - 56.0 ‘ o 52.5 v R ‘ 60-»0‘ 54.0 51.0

&/ ' Calculated by add:.ng value of productlon and direct payments and subtracting var:.able costs (w:.th labor valued at
' the manufacturn.ng wage rate) and land rental cost. , . :

E/ " Primarily under CCC ownershlp.

 Source: USDA, March 17, 1978 analysis
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closely in line with the prices received by farmers; but
internal inflation has raised the general price level.

_ .. _Despite some decreases in retail prices for coffee,
tea, and cocoa as recent wholesale price declines work
through to retail stores, food prices will have less of a
counter-inflationary impact in 1978 than in 1977. Food
price changes in the EC could be relatively small as pres-
sures build on the EC Council of Ministers for minimal
changes in EC farm prices. 1In Eastern Europe, possible
increases in food prices will require high-level political
decisions, even though economic pressures from rising wage
rates and limited food supplies are leading to market
shortages.

Among commodities, cereal prices will be sluggish,
barring a major production adversity. If the USDA succeeds
in placing some of the present ample stocks in a three-
year, farmer-owned reserve, export prices could increase
moderately from present levels. A new Wheat Trade Conven-
tion to replace the expiring International Wheat Agreement,
if implemented in 1978, could also affect reserve stocks
and wheat prices. With an easing of world beef surpluses
and a small decrease in herd numbers, beef prices could
continue to rise. However, expanding pork and poultry
production--stimulated by larger feedgrain supplies at
lower prices in 1977--will moderate any increase. Ample
supplies of most dairy products will continue to keep prices
close to established support levels in major producing coun-
tries. Both market and government support prices of butter
and non-fat dry -milk will lag relative to fresh milk, cream,
and cheese because the former are more commonly in surplus.
Expected larger US production of soybeans and Malaysian.
production of palm oil will tend to depress prices of most
fats and oils, unless unusual weather interferes.

Prices of tropical products are likely to move some-
‘'what erratically as -buyers and sellers adjust to new market—
ing institutions. and larger production. Sugar prices
should increase slightly as accumulated inventories in
- importing. countries-decline and guotas take effect among
members of the International Sugar Agreemént (ISA). Stocks
in-exportihg countries are expected to increase. - .Some. of
- the small trade:outside’ the ISA could occur at distress
prices. “Cocoa prices ‘are receding.-owing to.an estimated
‘9-percent:-.increase’ in. production and reduced consumption.
‘‘Coffee prices are trending downward.because-Brazilian

» " UNCLASSIFIED
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_~NOTE: The food index is ‘compited by the Economist for 18:food’ commodities:

* which enter -internstionai trade. Commodities are weighted by
' 3-year moving averages of imports into industrialized countrias.
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production recovered sharply and Colombia produced a large
crop. Traders are seeking new equilibrium levels which
will take account of the drop in US consumption, much _
,1arger production in Latin America, and a small reduction
in Africa, plus the possible effects of the International -
Coffee Agreement as prices drop far enough to warrant the
use of quotas and stockpiling arrangements.

Weather

Dry weather in the Southern Hemisphere, now moderat-
ing, has curtailed grain output in exporting countries and
accelerated the decline in livestock numbers in Australia.
Ample moisture in the Northern Hemisphere facilitated fall
seeding and favorable growth for winter grains. Recent
snows have eased fears of serious damage to winter grains
in the Soviet Ukraine and Eastern Europe, the usual rate of
reseedlngs with spring-sown grains is expected. No serious
. problems are evident for Western Europe and Canada, while
conditions in the PRC appear to be better than a year ago.
Ample moisture in the US Midwest, combined with heavy snow-
fall, could lead to heavy flooding and costly delays in
planting spring-sown crops--and to a reduction in acreage
if the spring is wet. The pattern of summer rains and
temperatures, of course, will have a major impact on the
size of Northern Hemisphere crops.

Changes in Governmental Policies

Among the numerous changes in natiénal and interna-
tional policies that may take effect in 1978, three could
have 1mportant 1mpacts on food markets and the food trade,
namely:

—-p0551b1e adoption of a new Internatlonal Wheat
Agreement (IWA), perhaps including arrangements. for
rice and feedgrains;

.~=-nature and extent of agricultural concessions in the
Multilateral Trade Negotiations (MTN); and

‘==impact. of the US:Set-Aside program.
, vItems-of 1esser 51gn1f1cance (but important to some
countries) ‘include the possible impleméntation of certain

provisions of the sugar and coffee agreements, efforts to
“'revise the cocoa agreement, further discussion of other

. UNCLASSIFIED




ID 781356 ' THE WHTITE HOUSE

o WASHINGTON
DATE: "~ 13 MAR 78
FOR ACTION: STU EIZENSTAT FRANK MOORE (LES FRANCIS) M
HAMILTON JORDAN N& | JODY POWELL
JACK WATSON N & ‘ JIM MCINTYRE

CHARLES SCHULTZE M"f

INFO ONLY: .THE VICE PRESIDENT

SUBJECT: BERGLAND MEMO RE AGRICULTURE POLICY

R B D il b R b L R L
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +
+ BY: 0400 PM MONDAY 13 MAR 78 _ T +

B R R R R R R R R b T R AR R R R R S R

ACTION REQUESTED: IMMEDIATE TURNAROUND
STAFF RESPONSE:'( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE.NOTE OTHER COMMENTS BELOW:




THE WHITE HOUSE

WASHINGTON

" March 13, 1978

MEMORANDUM FOR: RICK HUTCHESON
FROM: LYNN DAFT (£
SUBJECT: Agriculture Policy

~ Rick: I just brought this over from the

- Department of Agriculture. OMB, CEA,

DPS, and the Vice President's Office have
copies. I would suggest that you ask for
comments by late this afternoon so that we
can get this into the President quickly.

Attachment
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MemD

Due to intense pressure from radical striking farmers,
‘the Senate Agriculture Committee will hold a mark-up on
Wednesday to consider bills (flexible parity, increased target
prices, etc.) more costly than the Talmadge 31 million-acre
land diversion measure which was reported out today. Thus
far, the only Administration official to oppose forcefully the
irresponsible proposals has been the President. If he must
stand alone publicly, then he should on Tuesday (anticipa}Vng|~Hmrﬂ“£

the Wednesday mark-up): (1) announce the administrative®
ﬂw“*opfjﬁ?kmve developed apd (2) denounce the flexible parity and
increased target price proposals as too costly to consumers,

disastrous for other segments of American agriculture (livestock),
and fiscally irresponsible. We must attempt to offset the ever-
growing pressure on Congress to act by exposing the insanity of
the strikers' demands and by espousing significant aédmemristrarive
relief for legitimate farmer needs. (DT)

FYI ~ Rhodes and Republicans have announced their own policy
which is more generous. (JF) :

A recent meeting with the President and Neal Smith (Dem from Iowa)
will result in a memo to Bergland and the President (VP)
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Tii%_PRESIDENT HAS SEEM,
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THE WHITE HOUSE

WASHINGTON

March 21, 1978

MEETING WITH REP. GOODLOE BYRON (D-6-MD)
Wednesday, March 22, 1978
8:45 a.m. (5 minutes)
The Oval Office

g
From: Frank Moore}m

PURPOSE
Photo opportunity and offer of congratulations on the

enactment of Rep. Byron's bill affecting the Appalachian
Trail.

BACKGROUND, PARTICIPANTS, AND PRESS PLAN

Background: Rep. Byron was the chief House supporter of
H.R. 8803, a bill which increases the authorization for
Federal land acquisition along the Appalachian Trail by

$90 million. In addition, the bill establishes an Advisory
Council for the Appalachian National Scenic Trail, requires
the Secretary of the Interior to submit a comprehensive
acquisition and management plan to the Congress within 2
years, and expands authority for Federal condemnation of
private lands along national trails. Deadline for action
on the bill is March 21. *

H.R. 8803 is the first major piece of legislation sponsored
by Rep. Byron to be enacted. Originally, he had requested
a signing ceremony to be conducted on the Appalachian Trail
near Camp David.

Rep. Byron has served in the House since 1970. He is on
the Interior Committee (#13) and the Armed Services Commit-
tee (#25). His wife's name is Beverly.

Participants: The President, Rep. Byron, Frank Moore and
Bill Cable.

Press Plan: White House Photographer.

* The bill was signed on Tuesday, March 21. The Press Office
made no announcement, pending this photo opportunity with
‘Congressman Byron.



ITTI. TALKING POINTS

1. Congratulate Rep. Byron on the enactment of his bill.
Attached is a signing pen which you might want to give
to Rep. Byron commemorating your signing of his bill.



Juostets Gugy Wade
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THE PRESIDENT'S SCHEDULE

Tues§EF==""msrch 21, 1978

; 1118
J148

8100
(60 min.)

9145

10130
190 nin.)

12:30
(30 min.)

1118
{15 min. )

2548
§ €20 min.}

2118
(10 'min.}

d

2130
{€0 nin.)

00

Mr. James McIntyre - The Oval Office.

Dr. 3bigniew Brzesinski -~ The Oval Qffica.
Mr. Frank Hoore = The Oval Office.

Congressional Leaders Breakfast. (Mr. Frank Bod
First floor Family Dining Roon.

Mc. Jody Powell ~ The Oval Office.

Heating with His Excellency Menachem Begin,
The Prima Minister of Israél. (Br. Zbigniew
Brzezinski} - The oOval Office and
The Cablnet Room. !

Lunch with Vice President Waiter P. Mondale.
The Oval Office.

Mayors Lee: Alexander ot .Syracuse, Henry

Naier of Milwaukee, and Richard Hatcher of Cary.

Democratic Mayors Conference. (Mr., Jack Watson}
The Cabinet Roon.

Crect the National: Teacher of the: Year.
{M3. Midge Costanza} - The flose Garden.

Meeting with Secretary Robert Bergland et al. ’
{Mr. Stuart Eizenstat} - The Cabinet Roon.

Private Dinner with His Excellency Menachen

Begin and Mrs. Begin (Business Suie} ~
$acond Floor Private Dining Room.
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MEMO TO: The Speaker

FROM : Irv Sprague 6"5
SUBJECT: Leadership Meeting 8:00 AM Tuesday, White House CoT
POSSIBLE DISCUSSION TOPICS
With Senate approval of the Panama Canal Treaty and House action on <2i
Humphrey-Hawkins last week, we have the momentum to move after Easter on L

the balance of the Pre31dent s program.

THIS WEEK . : |

1. Debt Limit Extension. Rule granted Monday. House Floor Tuesday. (Simple
extension of present $732 billion to July 31. We need the Senate to send it
back without amendment.) _

2. Federal Election Act Amendments. Rules Monday. House Floor Tuesday.
Major fight on Rule. Campaign financing will beé Floor amendment.

3. Postal Reform. General debate completed. Administration agrees not to
oppose bill on House Floor but reserves right to work for better bill in Senate.

4, Middle Income Student Assistance. Action blocked Monday (156 to 218).
Rules canceled. Ullman to markup tuition tax credit bill April 11.

5. Farm Bill. Senate Tuesday takes up three bills to be added to House-passed
raisin bill: (a) $4 billion loan program (similar to House committee bill)
plus $700 million water and sewer grants; (b) $4.5 billion land diversion billj
and (c) $2.8 billion flexible parity bill.

6. Energy. Conferees meet Tuesday. House Democratic conferees willing to
accept p%ased deregulation. Other details being worked out.

7. Clinch River. Science Committee Tuesday considers Energy Authorization,
including Clinch River redesign.

8. Also scheduled, if time permits: Shipping Act Amendments, Disaster Relief.

AFTER EASTER .

1. Budget Resolution. Chairman sets his mark March 23. Committee markup
begins April 4. Report filed April 15. House Floor week of May 2. Contro-
versy over relative size of social and military spendlng Committee probably
will come out with about a $20 billion net tax cut provision, leaving open the
possibility of including about §5-6 billion for social security tax reductions.

2. Appropriations. Markup planned in subcommittee April 24 to May 5. Full
committee May 22 to June 2. Eleven of the thirteen bills will be reported.
Six to eight will need rules because of lack of authorization. Rules June 6.
Floor June 8 through 23.

3. Social Security. Caucus April 5. (See Attached.) Pressure continues to
build on the Floor for the Administration to propose some kind of social
security tax cut this year. Tieing social security to energy taxes picking up
support. Budget resolution most certainly will make some prOV151on Ways and
Means plans to begin tax bill markup about mid-May.

+

4. Hospital Cost Containment. Rostenkowski and Rogers met last week and
agreed to move Iirst on Rogers bill in Commerce Committee. Full committee
markup after Easter. Votes close. Looks very tough in Ways and Means. The

Administration may have to make deal for Labor pass-through to get a bill.

5. Arms Sales. Message after Panama vote for: §$1.9 billion planes to Israel,
$400 million planes to Egypt and $2.5 billion planes to Saudi Arabia.
Package deal.

6. Lobby Reform. Ordered reported. To be filed this week.

7. Alaska Lands. Interior to order bili‘repOrted Tuesday. Sequential
referral to Merchant Marine. (Considering 30-day referral from date Interior
ordered reported.) S -

8. Airline Deregulation. Subcommittee hopes to finish this week. Full
committee markup begins April 5.

9. Civil Service Reform. Post Office hearings underway. Much opposition.
Reorganization plan not yet sent to Government Operations.

10. Welfare Reform. Ullman, Corman, Long, and Moynihan have met with President.
Corman distressed after meeting. HEW trying to put something together.
Ullman plans to take up after tax reform.

) \,\\\‘



ATTACHMENT

- PASSED HOUSE AND SENATE

Agé'Discrimination in Emplmeent (conferees agreed)(House Floor this week)
Quter Continental Shelf

D.C. Abpropriations (Convention Center issue)

Energy (conferees meet Tueéday),

FTC Amendments (Sent back to cohference) (Legislative Veto issue)
Insecticide Act

Redwoods (House approved conference report; Senate acts Tuesday)

Judges

Bankruptcy

OPIC (conferees meet Tuesday)

PASSED HOUSE

‘Hatch Act

Labor Law Reform

D.C. Voting

International Monetary Fund
Waterway User Fees

Humphrey—Hawkins
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OLIN. TEAGUE (TEX ) ( L ) .
DAN; ROSTENKOWSKI IL
EUGENE KEOSGH (N.Y.) B i o 1109 LONGWORTH House OFFice BUILDING

. BERT THOMAS (TEX.) - - - . :
FRANCIS \NALTER((PA ) : . R ) WasHiNGTON, D.C. 20515
MELVIN PRICE (Pa. iR
JOHN ROONEY! %N Y)) : " ‘ N T (202) 225-9141

WILBUR MILLS( (ARK. )) .
JERE COOPER (TENN.) - - - - : o - o
AIYME FORAND (R.1.) - o . "March 17, 1978
HARRY SHEPPARD (CALIF.) - : e :
RICHARD. DUNCAN (MO.). : : .
JOHN McCORMACK (MASS.)
ROBERT DOUGHTON (N.C.) -
- EDWARD TAYLOR (COLO.)

CLARENCE LEA (CALIF.)

© . WILLIAM ARNOLD (iLL:) -

" HENRY RAINEY (1LL.)

DAVIO KINCHELOE (KY.)
ARTHUR GREENWOOD (IND )

SRRSO ORAT).  IMPORTANT NOTICE . . IMPORTANT NOTICE . ~ .

SAM RAYBURM (TEX.)
ARTHUR DEWALT (PA.)

E. W. SAUNDERS (VA.)

A. MITCHELL PALMER (PA.)
: ALBERT BURLESON (-rzx )

Dear Colrtague-'

' You are hereby notlfled that in response to a request submltted

'"“:'on March .14, 1978 by Mr. Miller of California, . Mr.LStark of Ca11forn1aﬂgh;{f

,:Tfand ‘more than 50 Members, and ‘to an-identical. request- by Mr. Burke -
. of ‘Massachusetts and more ‘than -50 Members on March: 15,-'1978, there -

S will be a spec1al meeting of the Democratic’ Caucus on Wednesday, :,I*~"7ffi:
»"LAprll 5, 1978 at 9 00 "a.m+ - in the: Hall of the HouSe of Representatlves.gg:@

S The agenda w111 con51st of the 1dentical resolutlon submltted
:fln both petltlons- :

fResolved ‘that it is the sense of the

" Democratic Caucus that Tegislation be

‘‘enacted this year to provide for the

~use of general revenue funds to.finance
“-a’'portion of’the social securlty system

“with approprlate reductions in social .
. security payroll taxes to reflect the SR
“g use of’ such funds._ Coe st e

-Resolved further, that the Democratlc T
- Members of the House ‘Ways-'and ‘Means-. E
Committee are hereby requested to
report such legislation as soon as
possible, in order that legislation -
can be enacted before the end of the ,
2nd session of the 95th Congress, and
the Democratic Members of the House - .
Budget Committee are requested to adjust
‘the First Concurrent Resolution on the
- FY 1979 Budget to reflect the use of -
general revenues to finance a. portlon
of the soc1a1 securlty system. o

Thomas S. Foley
Chalrman j:_
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NMEMORANDUM-

THE WHITE HOUSE » Q

WASHINGTON

MEMORANDUM TO THE PRESIDENT

FROM: HAMILTON JO 749
LANDON BUT
DATE : MARCH 21, 1978

SUBJECT: COAL STRIKE UPDATE

When Judge Robinson refused on Friday to exténd the Taft-Hartley
temporary restraining order, he was influenced by the following
facts: :

~=Total coal production has been steadily increasing since
late January; the rate of coal production stands now at
52 percent of last year's rate.

--Total shipments into the ECAR region has steadily increased
since early February; the present rate of shipment does not
imperil health and safety in the region.

These trends are shown on the attached charts. As you can see, it
is difficult to make the case that the Taft-Hartley TRO caused the
trends, and that its continuation is therefore necessary. It is
more likely that the favorable trends were caused by the DOE effort
to expedite coal shipments, by firm law enforcement at the state
level, and by NLRB action against illegal picketing.

DOE will obtain production and shipment figures daily during the
coming week in order to spot a reverse of the trends if it occurs.
Justice lawyers are working this week to improve their affidavits,
but if the trends continue upward, it will be even more difficult to
make a strong case for preliminary injunction on March 28.

The reports are mixed from the UMWA district meetings Sunday and
Monday. The Judge's decision seems to have had little impact other
than to underscore to the miners the futility of waiting for seizure.
Media coverage has been more balanced than before, and there have
been far fewer demonstrations or instances of violence.

Our best posture now is to monitor shipments and production carefully,
to do what we can to improve our Taft-Hartley case, and to await
Friday's vote with as little comment as possible.
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NATIONAL TRENDS

Coal production for the week ended March 11, was estlmated at 7.6 mil—

lion toms, 52 percent of the coal that was produced during the same week

last year. Overall, preliminary data indicate that production during theA

year 1977 amounted to 672 mllllon tons, about l.v pprcent less coal thza

was produced in 1976

PRODUCTICN OF COAL, BITUMINOUS AND LIGNITE
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THE WHITE HOUSE

WASHINGTON

March 20, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: JACK WATSON
BRUCE KIRSCHENBAUM

SUBJECT: Meeting Democratic Mayors - Dick Hatcher,
Henry Ma + Lee Alexander

Time: 1:15 p.m., Tuesday, March 21, 1978
(15 minutes)
Cabinet Room

Press: White House Photographer

I. Background/Purpose of Meeting

The Democratic Mayors Conference designated these three
Mayors to seek a meeting with you concerning the Urban
Policy and the urban political situation. We met with
them last month and each of them will probably make the
following points:

A. Lee Alexander {(presently President of the U. S.
Conference of Mayors). He will stress the great
need in our cities for real help. He will state
that Mayors have been very supportive of your
Administration, they are in the front line every
day, etc.

B. Henry Maier (founder of Democratic Mayors, and
now heads their Urban Policy Committee). Henry
has developed an excellent "zero based" approach
to urban issues, using Milwaukee as an example.
He made a presentation to Stu several weeks ago.
The program gives first priority to economic
development and employment programs.




IT.

C. Dick Hatcher (President of the Democratic Mayors
Conference). Dick will stress the need to have a
concentrated and well-coordinated effort in several
specific cities in order to show some visible and
concrete accomplishment by 1980. Dick believes
that the cities are in desperate need of help, and
that now is the best chance we will ever have to
make a substantial difference in alleviating urban-
problems.

At its mid-year meeting here last month, the U. S.
Conference of Mayors proposed that the federal government's
aid to cities (over and above the FY 79 budget) should be
11.3 billion additional dollars. A major component of that
figure, however, was their proposal that public service
employment jobs in FY 79 be increased to over one million,
rather than 725,000 jobs, as proposed. That change alone
would cost more than four billion dollars.

The mayors, in general, have also expressed concern about
a "state role" in urban policy because of their skepticism
about the attitudes on urban problems that governors and
state legislatures are likely to express. We have stressed
that the state role is designed to induce states to under-
take fiscal reform and public investment strategies that
favor cities and other local communities in distreéss. 1In
effect, we are simply trying to induce states to assume
their full share of responsibility for dealing with the
problems of cities and in targeting limited assets to the
places that need them most.

The mayors have also expressed concern about the concept
of direct grants to neighborhood projects. - They feel that
such a direct funding relationship between the federal
government and neighborhood groups would undermine the

.mayors' authority and mitigate against cohesive and coherent
city planning. We have assured them that any such neighbor-

hood funding strategy would require the sign-off by the
mayors involved. You might reassure them on both these
points. '

Other Participants

~ Stuart Eizenstat.
Jack Watson



III.

Additional Talking Points

This is mainly a listening session for you. The

main purpose of the meeting is to give these three
major Democratic mayors, all of whom are in leadership
positions with the U. S. Conference of Mayors, a chance
to have political and substantive input  to you before
you make your final decisions on the urban policy.
Since the meeting will be short, you should make clear
that you want to hear from them rather than talk your-
self. Some quick points that you might make before
they leave are as follows:

® The problems of our cities did not occur overnight
and will not be solved overnight. You are com-
mitted to a continuous and long-term process of
targeting  our resources to cities more effectively,
and in leveraging government expenditures to the
maximum extent possible with private sector
investment. '

® You are also committed to using federal policies
and incentives to induce state and local govern-
ment policies that will be most helpful to cities.

® You are determined to make the most of the very
substantial federal resources that are already
being invested in cities, and you need their help
in calling the attention of the public to the.
substantial increases in those programs you have
brought about in the last fourteen months.

e Tell them that you need their help in selling
and explaining the urban policy, not only because
of its importance to.their cities but because of
its importance to the country at large. Underscore
your reliance on them, as Democrats, to help make
the program work.
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THE WHITE HOUSE

WASHINGTON

March 18, 1978

C

MEMORANDUM FOR: THE PRESIDENT
FROM: - STU EIZENSTAT
SUBJECT: Domestic Policy Staff Weekly

Status Report

HOUSING AND URBAN DEVELOPMENT

Urban Policy: DPS continues to meet with agencies and
OMB to finalize our urban policy proposal. Memo to you
Monday, March 20.

INTEGRITY AND OPENNESS IN GOVERNMENT

Lobby Law Reform: We continue to work with Frank's staff
to move the Senate Governmental Affairs Committee to mark-
up, and on House floor strategy.

CIVIL SERVICE MATTERS

Civil Service Reform Initiative: House hearings began

on March 14, and Campbell, Califano and Brown testified
for the Administration. On March 15, Chairman Nix
cancelled hearings, over problems with our postal reform
position, but we have worked those out and civil service
hearings will be resumed on March 21st. Negotiations with
labor continue. Newspaper editorial coverage around the
country has been extraordinarly supportive.




POSTAL REFORM

H.oR. 7700, the Postal Reform Bill is scheduled to be taken
up on the House floor early next week.

NATURAL RESOURCES

Water Policy Study: Justice Department argues appeal of
North Dakota lawsuit on Tuesday, March 21.

Alaskan D-2 Lands: House Interior Committee completed detailed
mark-up, and will vote on reporting the bill March 21. The
Administration lost on some significant issues, but was

largely successful. House Merchant Marine will consider the
bill next.

Redwoods: House has approved conference report. Senate is
expected to approve in early April.

COMMUNICATIONS

Reorganization: Last minute jurisdictional struggles have
cropped up on the Executive Order splitting up the functions
of the Office of Telecommunications Policy. We are continuing
to work with OMB to resolve .them.

Privacy Study: The reports of the agencies' task forces
are coming in on schedule, and we are beginning to draft
recommendations. The final product is due to go to you at
the end of May.

AGRICULTURE AND RURAL DEVELOPMENT

Farm Policy: The Department of Agriculture is developing
additional information regarding the budgetary, price, and
income effects of the policy options that will be discussed
Tuesday when you meet with Secretary Bergland.

Crop Insurance Proposals: A memorandum identifying three major
program options -- 1. all Federal, 2. joint Federal-private,

3. reinsurance -- will be coming to you for-a decision within
the next few days.




HUMAN RESOURCES

Social Security: We are preparing a memorandum for you
outlining the views of the agencies and your advisors on the
position we should take regarding new social security legis-
lation this year. There is strong pressure in:the House for
action, including the Speaker. The situation in the Senate
"is less certain. At this time there does not appear to

be unanimous position within the Administration.

Welfare: We are meeting with DOL and HEW to determine a
strategy for welfare reform this year in light of your meeting
with the committee chairmen. We are weighing the potential
for success this year against the possibility that a push

for the bill this year could lead to regressive legislation
rather than reform.

Pensions: We are completing the consultations on the estab-
lishment of the Pension Commission. Draft legislation should
be ready within ten days. We are working with OMB to better
organize our policy-making in the pension area which currently
consumes over 25% of the federal budget and vast amounts of
private, state and local funds.

ENERGY

National Energy Act (NEA): Natural Gas Conference discussions
have resumed. DPS, OMB, Frank Moore, CEA and Schlesinger's
staff continue to monitor closely .and will make reports and/or
recommendations to you as necessary.

Nuclear Licensing Reform: Legislation sent by DOE to the
Congress on March 17.

Energy Impact Assistance: Preparation of options for decision
proceeding. Final decision memorandum still in preparation by
Secretaries Schlesinger and Kreps. Now due to you week of
March 20.

CRBR Agreement with the Congressj' Continuing to work with
Schlesinger to reach agreement with the Congress on termination
of the CRBR.

Pl
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THE WHITE ‘HOUSE
" WASHINGTON

- March 21, 1978

Stu Eizenstat
Jack Watson

‘The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

RE: URBAN POLICY SCENARIO
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Jack Watson March 20, 1978

Scenario ¥6r Announcement of the Urban
Policy

The following is a consensus recommendation from Pat
Harris, Ham, Jody, Stu, Midge, Frank and me as to a proper
scenario for announcement of the urban policy.

I.

II.

Announcement.

A. Time: Monday, March 27, 4:00 p.m.

B. Place: East Room, White House

C. PFormat: (a) Presidential speech before
: audience and press;

(b) Audience will be composed of
Members of Congress, black
leaders, labor, business,
other interest groups, mayors,
governors and other elected
officials; ’

(c) Reception for the audience,
similar to the one held after
the civil rights reorganization
announcement.

Briefings.

Because of press lead time and Congress being out

of session on March 27, a number of initial briefings will
be held before your formal announcement:

A. Congress: Frank has suggested the following
schedule,

1. Several key members will be briefed
individually by Stu early this week;
O'Neill, Reuss and Ashley will not
be here after Wednesday evening;




2. Other key members will be briefed at
the White House by Stu and Pat Harris
on Friday;

3. ' Key Congressional staff members will
be briefed on Monday morning.

B. Press: Walt Wurfel has suggested the following
schedule,

1. Weekly magazines - Time, Newsweek, U.S. News &

‘ World Report will receive background briefings
on Friday afternoon for their press deadline
on Saturday,

2. Leading news organizations such as the New
York Times, Washington Post, Los Angeles
Times, Wall Street Journal, Chicago Sun-
Times, newspaper syndicates, etc., will
recelve similar background briefings with a
4:00 p.m., Monday embargo;

3. Black editors will be briefed Monday mornlng
at 10:00 a.m.

All of the following groups will be briefed on Monday morning
by either Stu, Pat Harris, Bob Embry or me:

C. Mayors and local government officials.

D. Governors and state legislators.

~

E. Black leaders.

F. Labor/business/community organizations.

There will be a total of seven briefings on Monday morning
before your announcement (in addition to the sessions this
week with Members of Congress and press).

Another schedule of briefings will be developed for after
the announcement, including speech schedules for the entire
Cabinet, mayors, governors, etc. (Pat Harris and Stu are
briefing the Cabinet tomorrow from 3:30 to 5 p.m. on the basic
outline of the urban policy.)

CC: Pat Harris Stu Eizenstat
Ham Jordan Midge Costanza
Jody Powell Frank Moore

Bunny Mitchell
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THE WHITE HOUSE
WASHINGTON

March 21, 1978
Frank Moore

The attached was returned in
the President's outbox. It is
forwarded to you for your
information."

Rick Hutchesbn

RUSSELL LCNG

"RE: CALLS TO TIGER TEUGE AND
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THE WHITE HOUSE /

WASHINGTON
March 17, 1978
MEMORANDUM TO THE PRESIDENT

FROM FRANK MOORE ﬂ g

Two calls should be done on the flight back Monday night.

1. A telephone call to Tiger Teuge, before Tuesday dorte—
morning markup (Schlesinger memo attached). :

2. A telephone call to Russell Long. CzirygﬂL_—

a. To thank him for his help with Ford, Cannon, Burdick,
and Stennis on the first treaty to ask him for his continued
help on the second treaty.

b. To tell him that natural gas conference looks good
and we would like to wind up the tax conference as soon
after as possible because of the stability of the dollar.
Dan Tate is working the tax portion of the energy bill
in the Senate.



Department of Energy
Washington, D.C. 20585

MEMORANDUM FOR: THE PRESIDENT
FROM: ' JIM SCHLESINGER

SUBJECT : - CLINCH RIVER BREEDER REACTOR

Following my meeting earlier this week with Congressmen Teague,
Flowers, McCormack. Wydler and others, discussions have proceeded
toward the arrangement which you approved in the earlier memo from
Stu, Frank Moore and myself. This would call for termination

of CRBR, a statement by you regarding light water reactors and

a commitment to pursue aggressively a study on_z of a larger

(650 MWe) breeder fac111ty, including examination of alternatlve
fuel cycles.

Congressman Flower is strongly supportive of this arrangement.

We believe Congressman Wydler (ranking Republican on House Science
"and Technology Committee) will also agree. Congressman McCormack
is adamently opposed and wants CRBR constructed. Chairman Teague
is wavering in his support., and a call from you to Chairman Teague
would be most useful in helping him along in agreeing to this
arrangement.

" His principal articulated concern seems to relate to a desire to
trade "mortar for mortar,® and perhaps unwillingness to trade a
- CRBR facility for avstudy of a larger fac111ty. The utility
1ndustry and nuclear vendors have been pressuring him, and he

is reflecting that pressure.

It is my understandlng following your meeting with the Tennessee
delegation today, and your indication to them of your continued
opp031t10n to CRBR, that neqotlatlons should be continued in an
attempt to conclude an agreement before House Science and Technology
acts on this matter next week.

Attached are suggested talking points for a conversation with
Chairman Teague, I would urge that you make this call before
Tuesday, since House Science and Technology will hold a hearing
on Tuesday on this issue and mark-up shortly thereafter, and
support from Chairman Teague will be crucial,



Talking Points

0 There is a need to end the impasse on the CRBR issue and
to give encouragement to domestic use of light water reactors
as an energy source. ‘ '

‘o0 We need your help. to end a confrontation that will benefit
neither the Presidency nor the Congress and most importantly,
which will delay the development of a sound breeder research-
and development program.

o I am committed to a strong breeder research and developmernt
‘program and want to break the. deadlock which will likely
result in a decline in our technological capab111ty the -
longer it continues.

o As you know; I oppose.” Clinch River construction and want to
avoid another confrontation between the Executive Branch and
‘the. Comptroller General on use of money for CRBR. Given the"
legal,’technological and cost problems associated with CRBR,
I doubt it will ever be built. :

o The offer which we have made would encouradge the domestic
nuclear power industry for light water reactors, which I
know is important to you and the Science and Technology
Committee., : :

o In addition, by starting a study of a. larger breeder facility
~ earlier, and devoting more Federal dollars to it, we would
. keep the strong design team together.

o We cannot commit at this point to construction of the larger
-breeder facility since there are many questions relating to -
.cost, technology, and need for such-a fac111ty that must be
resolved by the study.

] However, -the offer we have made could accompllsh a number of
important objectives:

..,'aV01d an unnecessary confrontation between the Pres1dent
and the congress. :

. glve greater certainty regarding the use of llght water
‘ reactors, and .

. give the Nation's breeder program a new .and more appropriate
focus+-looking at more advanced technologies. a more
appropriate size and a better design for a potential.
breeder reactor.

o I hope you will lend your support and will reflect that support
in your mark-up of the Department of Energy budget this week.
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THE WHITE HOUSE
WASHINGTON -

March 21, 1978

_Frank.Moore

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.
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Rick Hutcheson

'RE: THANK YOU LETTERS - FIRST TREATY
VOTE '
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THE WHITE HOUSE

WASHINGTON j

March 20, 1978

MEMORANDUM TO THE PRESIDENT

FROM: FRANK MOORE S m-
BOB THOMSON '@,L
BOB BECKEL

RE: THANK YOU LETTERS

Attached for your approval or comment is a draft of a thank
you letter to Senators who supported us on the first Treaty
vote. The letter contains an optional paragraph to be
included for those Senators who were early supporters.

We suggest the additional paragraph for early supporters
because many are somewhat miffed at the special treatment
given the late undecideds.

After you approve a draft, we will have all 68 letters typed
and return them to you with suggested comments you can add
to each in your own hand.



hmm
DRAFT .
3720778

To Senator

Last week, the Senate passed the Treaty securing the right
of the United States to defend the neutrality of the Panama
Canal after the year 2000. By approving the Neutrality Treaty,
you and your colleagues also have helped fashion a more stable

relationship with Panama and other Latin American nations.

Thank you for you;hSQPZOrt.

(OPTIONAL) for EApy ﬁ/y/o-rrv‘?

Even though attention has focused on those Senators who waited

_until the final days to announce their positions, I want you to
know that I have not forgotten your early and consistent support
for the Treaties. Unlike today, the national polls did not indi-
cate widespread approval of the Treaties when you-aégéggééé your
decision. By taking a forthright stand early, you helped

considerably to convince the American people that the new Treaties

are in the best interests of the United States.

Much remains to be done. The vote on the Panama CanalATreaty
will be as important or more important than the one last week.

We will also need your help to defeat crippling amendments to

the second treaty. Before this new contest begins in earnest,
however, I wanted to cohgratulate you for the courageous stand you
have taken. The vote was a great victory for our future in

Latin America.




LETTERS WITHOUT OPTIONAL PARAGRAPH

Bellmon
Brooke
Cannon
Danforth
DeConcini
Hatfield, P.
Heinz
Long
McIntyre
Nunn
Proxmire
Talmadge

LETTERS WITH OPTIONAL PARAGRAPH

Abourezk -
Anderson
Baker
Bayh
Bentsen
Biden
Bumpers
Byrd, R.
Case
Chafee
Chiles
Church
Clark
Cranston
Culver
burkin
Eagleton
Glenn
Gravel:
Hart
Haskell
Hatfield, M.
Hathaway
Hayakawa
Hodges
Hollings
Huddleston
Humphrey

‘Inouye
Jackson
Javits
Kennedy
Leahy
Magnuson
Mathias
McGovern
Metzenbaum
Morgan
Moynihan
Muskie
Nelson .
Packwood
Pearson
Pell
Percy .
Ribicoff
Riegle
Sarbanes
Sasser
Sparkman
Stafford
Stevenson
Stone
Weicker
Williams
Matsunaga
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WASHINGTON
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Ham Jordan:
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Rick Hutcheson

ADMINISTRATIVELY CONFIDENTIAL _

PANAMA TREATY - STATUS
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WASHINGTON
March 20, 1978

MEMORANDUM TO THE PRESIDENT

FROM: FRANK MOORE

BOB BECKEL |
BOB THOMSON L}
(4}
RE: PANAMA TREATY - STATUS

1. THANK-YOU'S

"You have our draft thank-you letter for those Senators who é
supported us on the first vote. We have thanked virtually o
all these Senators personally, as well, '

2. TIME AGREEMENT

Senator Byrd has been unable to get Treaty opponents to agree
to a time agreement for the second Treaty. Senator Allen will
not enter into such an agreement until after the recess.

On the floor this afternoon, Byrd threatened to shorten the
Easter recess if no agreement was reached. Tempers flared,

but we still have no agreement.

3. DECONCINI AMENDMENT

Senator DeConcini has hurt himself badly with his colleagues.

Many see his amendment as pure political opportunism on an

issue where the stakes are dangerously high. At Senator Byrd's
4;00 meeting today, Treaty proponents bitterly attacked the P
DeConcini Amendment and the amendment strategy of the opponents.
Senators Leahy and Moynihan will give strong speeches on

Wednesday opposing the negotiation of treaties by amendment on

the Senate floor.

4. FLOOR STRATEGY

On the second Treaty, we will continue to resist amendments,

but we have begun to work on acceptable understandings and
reservations to keep some of our supporters in line. Among g
these will be a reservation to void the sea-level canal

provision, already pledged to Nunn; an understanding that the
contingent $10 million payment will not result in any accrued



liability to the United States in the year 2000; and p0331b1y an
understanding on service payments which is of partlcular interest
to Brooke. Percy has said that he wants tolls raised to cover
the entire cost to the United States of the transition, but

we believe we can deflect this issue to the implementing
legislation where it properly belongs.

We anticipate that most of the battle will be over economic
issues and questions relating to our defense posture in the
Zone between now and the year 2000. It is conceivable that
other understandings or reservations may become necessary as
the debate proceeds. We are aware of the sensitive situation
in Panama, so we will do our best to av01d any understandings
beyond those noted above.

5. STRATEGY ON INDIVIDUAL SENATORS

The following are Senators who voted with us 1ast time, but
who need work:

Bellmon Heinz

Brooke Long —
Cannon ' Nunn -
DeConcini Talmadge - g7

Hatfield (MT)

The following are targets who were against us last time:

Burdick Schweiker
Domenici Stevens
Ford Young
Melcher Zorinsky
Randolph
Roth
Before the week is out, we will seek to have detailed Jﬁz

conversations with each of these. Data from these meetings
will be used to suggest additional calls for you or
cabinet level officials. :

We have given these target names to Hamilton's staff, State
Department public affairs, the Citizens' Committee, and

other outside groups that are helping us. They intend to v
provoke pro-treaty activity in each of the Senators' states
during the recess.

6. FLOOR ACTION TODAY
Two amendments caused problems on the floor today. A Dole

Amendment specifying that no foreign troops would be allowed
in Panama before 2000 was narrowly defeated 45 to 39.



Absentees cut heavily against us. Two last minute switches
avoided an even closer 43 to 41 vote on the tabling motion.
The Vice President was in the chair.

The heavier than usual vote for the opponents was probably

- a reaction to anti-Treaty calls received after the Thursday
vote. These calls are already slacking off in most offices.
Nevertheless we are taking the vote as a warning signal.

The second amendment offered by Senator Wallop would have
revived the 1903 Treaty in case Panama abrogated all or any
part of the new Panama Canal Treaty. We won more handily,
but no proponents would debate Wallop on the amendment.
Durkin finally wandered onto the floor and offered a tabling
motion, whereupon Wallop and other opponents launched a
vicious attack on the leadership's tabling tactics. This
provoked an angry response from Senator Byrd. The episode
probably moved us farther away from concluding a time agreement.

7. OUTLOOK

The outlook on the second Treaty is far from certain. Bob
Thomson talked to Cannon today and he is very shakey. Brooke
has a multitude of ultimatums, only some of which we can
accept. . Paul Hatfield is uncertain.

On the other hand, opponents on our target list will be hard
to move. Laxalt claims 33 solid votes against the second
Treaty, probably including Cannon.

Obviously, our work is cut out for us.
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WELCOMING STATEMENT FOR PRIME MINISTER BEGIN
March 21, 1978

It is a special pleasure for me today to welcome Prime

Minister Begin to Washington. This is our third meeting in less

than a year, a fact which demonstrates the intensity of efforts

R e

which have been devoted to the search for peace in the Middle
East. |

We meet today at a particularly critical moment. The
euphoria experienced by the entire world as the Israeli people
welcomed President Sadat to Jerusalem has yielded to the gravity
of hard political choices.

We meet at a time when the cruel effects of war and
fpolitical hatred have again appeared in the Middle East, as
they have so many times in the past. This vicious cycle of
bitterness and violence, of terror and retribution, has marred -
the lives of generations in the Middle East. We cannot afford
to let another generation grow up learning hatred and fear.

The cycle must be broken. It must not be allowed to dominate
the future as it haé dominated the past.

This is a momentous time. In two months we shall celebrate
the thirtieth year of Israel's existence as ai§6Vereign nation
of free people. Only minutes after Israel declared its indepen-
dence, the United States extended recognition to the new state.
From those initial moments of uncertainty until the present day,

through more adversity and sufferipg than most nations experience




in a century, the United States has stood at Israel's side.
And there we shall continue to stand.

Israel's achievements are uniquely its own, the product
of an unquenchable spirit of idealism, freedom and self-reliance.
We in America have responded to that spirit, which harbors echoes
of our own frontier past. Israel today, after thirty turbulent
years, is physically stronger and more vibrant politically than
at any other time in its history. Israel is no longer simply a
burning idea. It is a powerful nation of free individuals, who
choose their own political destiny. The American people derive
satisfaction in the knowledge that we have contributed in some
small measure to the realization of that dream. We salute that
new reality as the product of thirty years of sacrifice and
dedication.

Today I shall sit down with Prime Minister Begin to
discuss that other dream we share with the people of Israel,
the dream of true peace. We have no iilusions about the
difficulty of attaining peace, but today we are fortunate
in several ways:

-- We are dealing with an Israeli nation which is strong
and confident of its own abilities. Never before has Israel
been so superbly equipped to meet the challenges of peace.

-- And never before has the promise of peace been so
tangiblevand sO near. We have had a glimpse of what the future
can hold. We know that it requires only the courage to break

with the sterile and self-defeating patterns of the past.



Mr. Priﬁe Minister, you face a challenge and an
opportunitys: the challeﬁgevof providing security for your
people and the opportunity to do so by achieving peace.

I know that you will be equal to the»challenge and will
seize the opportunity. As your partner in this great
enterprise, it is my privilege to welcome you here this

morning on-behalf of the people of the United States.
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WASHINGTON @
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LYLE E. GRAMLEY March 21, 1978
WILLIAM D. NORDHAUS

EYES ONLY

MEMORANDUM FOR THE PRESIDENT
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&
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FROM: Lyle E. Gramleyzg’jféf
Subject: New Orders for Durable Goods in February
The Commerce Department will release figures today

(Tuesday, March 21) at 2:00 p. m. on new orders for durable
goods in February. The news is disappointing.

Total new orders for durable goods rose just 2.5 percent
in February, following a decline of 6 percent in January.-
The principal increases in February were in orders for motor
vehicles and commercial aircraft. Orders for nondefense
capital goods -- an indicator of prospects for business fixed
investment -- rose 2.3 percent, mainly reflecting the increase
in the commercial aircraft component.

New orders for durable goods grew strongly in the
fourth quarter of last year, but have been relatively weak
in the past two months. Total new orders in February were
only 0.4 percent above the fourth quarter average; orders
for capital goods were only 1.3 percent above the fourth
quarter level. These increases are smaller than the
rise in durable goods prices. It is unlikely that adverse
weather or the coal strike played a major role in the
recent slowdown.

Orders for durable goods are very volatile -- figures
for one or two months do not make a trend. A continuation
of slow growth for another couple of months, however, would
raise questions about the strength of demands for durable
goods.
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THE WHITE HOUSE
WASHINGTON . 2
March 20, 1978

CONGRESSIONAL LEADERSHIP BREAKFAST
Tuesday, March 21, 1978
8:00 a.m.
Family Dining Room

From: Frank Moore<}v’YI /ﬁ

PARTECIPANTS

See Tab A

PRESS PLAN

White House Photo Only
AGENDA

l. Debt Ceiling. Last week the Senate Finance Committee
and the House Ways and Means Committee voted to extend
the current debt limitation of $752 Billion until

July 31, 1978. The bill will be taken up by the House

on Tuesday, March 21, 1978. You need to stress with

" both the House and Senate leadership the need for  their

help in getting affirmative floor action on this bill.
It is important that this bill not be allowed to fail
again this time.

2. Middle Income Student Assistance. Through a procedural
maneuver, the House acted today (Monday) not to take action
on the tuition tax credit. In light of this development,
you should ask the Speaker where we go from here.

3. Clinch River Breeder. You should emphasize with

the leadership that you hope that your statements on nuclear
licensing and other energy alternatives have satisfied the
pro-nuclear people in the House. You do not need to ask

the leadership to do anything but you should continue to
stress the importance of this matter to you.

4. Airline Regqulatory Reform. The Subcommittee will
mark-up this bill on Tuesday. You should mention that

you are hopeful that there will be some sort of a market
entry amendment. You should also point out that this
legislation continues to be the centerpiece of your efforts
to get government out of business.

5. " Farm Policy. On Tuesday, the full Senate will consider
both thé Talmadge land diversion bill and the Dole flexible
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parity bill. We expect that Senator McGovern will offer

an amendment to the Talmadge bill to increase target

prices and loan levels for wheat and feed grains. This

is designed to make the Talmadge bill a more attractive
alternative to the Dole bill and to switch McGovern's
support to the Talmadge bill. If so amended, the Talmadge
bill will possibly remain intact even though the Dole forces
intend to offer the flexible parity approach as an amendment
to the Talmadge proposal. As of this time, we have taken no
formal position on the Dole bill (USDA has not recommended
against it in a formal report) and we have taken no position
on the Talmadge bill. Senator Talmadge is bitterly disappointed
that we have not fought Dole.

You may want to ask Senator Byrd and other Senate leaders
for their active opposition to the Dole bill.which will also
be offered as an amendment to the Talmadge bill.

Congressman Foley will be at breakfast and is moving with
his own bill which is similar to the Talmadge/McGovern
approach. You may want to seek his views as well.

6. Arms Package. See Tab B.

7. Middle East. You should brief the leadership
on the meetings you plan with Prime Minister Begin.
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PARTICIPANTS

The President
The Vice President

Secretary Schlesinger
Dr. Brzezinski
Jim McIntyre

Senate

Majority Leader Byrd
Alan Cranston
Daniel Inouye

House .

Speaker O'Neill
Cong. Wright

Cong. Brademas
Cong. Rostenkowski
Cong. Foley

Cong. Chisholm

Frank Moore
Bill Cable
Bob Beckel
Dan Tate

Bob Thomson
Bill Smith
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THE WHITE HOUSE

WASHINGTON

March 20, 1978 .

 MEMORANDUM FOR: FRANK MOORE
FROM: MADELEINE ALBRIGHT
SUBJECT: Leadership Breakfast -- Arms Package

We are very concerned that during the Easter Recess Members
will be facing tough constituent pressure to oppose the arms
package.

It is very important that the President reaffirm his
-commitment to the entire arms package, especially in light
of Secretary Vance's discussion with Senator Byrd about
postponing the formal notification until after the Panama
vote.

State is partlcularly concerned that if too much time
‘elapses we will have serious problems with the Saudis,
Israelis, and Egyptians. Furthermore, the longer it takes
to bring the subject up, the further we get into an election
year and the harder it will be to win.

The Congressional leaders will probably raise the issue of

. Israeli activities in Lebanon, to try to persuade the

President to hold off on the arms package. The President

- can point out what we have been trying to do through the
UN to secure Israeli withdrawal, and that he is planning to
discuss the issue with Begin. .

Talking Points

1. We do not see the arms package as a de-stabilizing factor
in the Middle East situation. On the contrary, we believe
that the sale of aircraft recognizes'the legitimate defense
concerns of Israel, Egypt, and Saudi Arabia. To reject the
requests at this time would make it difficult for us to
maintain the confidence of these key states in the Middle
East peace process.



'Aplanes,

’The package will also be useful

as a demonstration that’ these

nations can rely on the U.S. and will reinforce our role in
working w1th the parties for a settlement.

2. It is essentlal to keep the
because as such we believe they
balance in the Middle East. In
ing the arms sales as a package
one: of them be rejected and the

arms sales in a package,

will not upset the military
fact, we think that present-

is so important that should L
others permitted'to go through

.we would. have to ‘carefully consider whether it would be wise
- to withdraw the other sale or sales.

Under the proposal Israel.would
of airﬁsuperiority in the region.

retain a substahtial margin .-
A number of Israeli aircraft

must be replaced in the years ahead and. the F-15s and F-16s
‘are 1ntended to help meet that requlrement. ,

'Egypt has a steadlly deterloratlng m111tary arsenal composed

of Soviet supplied equipment.

capablllty.

'Saudi Arabia is inedequately equipped to.defend‘itself

The F-5s would give Egypt the
. fighter aircraft it needs to maintain a minimum. defens1ve

' The

F-15 is primarily an air-defense fighter, even with these

major state in the Middle East.

the Saudis will have .the smallest armed force of any -

The U.S. looks to Saudi

Arabia to contlnue to play a moderatlng role in the peace

process.
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Stu Eizenstat

The attached was returned in
the President's outbox. - It is
forwarded to you for your
information, .

Rick Hutcheson
‘RE:CALL TO
ARTHUR GOLDBERG

/523
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THE WHITE HOUSE

WASHINGTON <iz

March 20, 1978 ’////

MEMORANDUM FOR THE PRESIDENT
FROM: Bob Lipshutz (%V‘

SUBJECT : Prosecution of Two ITT Officials Relative
to Activities Related to the 1970 Pre51dent1al
Election in Chile

Pursuant to my memorandum earlier today, which was

sent to you at Sea Island, and your advice to me accepting

my recommendation, I have sent the attached memorandum to

the Attorney General and the Director of Central Intelligence.

For your file I am attaching the complete memorandum from the
Attorney General and the complete memorandum from the Director.

Confirming my oral response to your inquiry about the delay
in time by the Attorney General, this case involved alleged
criminal violations which occurred five years prior to the
date of flllng the charge. The testimony of the parties,
which was given in 1973, related to events which occurred
in connection with the Presidential election in Chile

in the year 1970.

I have urged the Attorney General and the Director to allow
sufficient time for a thorough review of any future matters
which might arise and which could require your decision,
particularly with reference to the declassification of
documents, so that we will not be faced with a "last minute"
decision on something which requires thorough and careful
consideration and deliberation.
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WASHINGTON
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/

MEMORANDUM
TO: Honorable Griffin B. Bell

Attorney General

U. S. Department of Justice

Honorable Stansfield Turner

Director

Central Intelligence Agency
FROM: Robert J. Lipshutz % -

Counsel to the President
SUBJECT: Prosecution of Two ITT Officials for Alleged

Violations of Federal Law in Connection with
their Testimony Concerning ITT Activities
Related to the 1970 Presidential Election in
Chile

On behalf of the President, and confirming my oral

report to each of you, through Ben Civiletti and Tony

Lapham earlier this afternoon, I wish to respond to the

two memoranda sent by you to the President: the memorandum -
of March 17, 1978, from the Attorney General; and the memo-
randum of March 18, 1978, from the Director of Central
Intelligence. ‘

The President will not intervene in the decision-making
process of the Attorney General relative to the gquestion
of filing these charges. This would contravene his consistently
stated position that he will not interfere with the Depart- '
ment of Justice in its prosecutions under the criminal laws.

Relative to the question of declassification of material or
documents, or the calling of witnesses employed by  the CIA,
either in discovery proceedings or in trials which might
follow the filing of such charges, it is his hope that the
Attorney General and the classifying agency can agree on such
matters, after balancing off the need to utilize such evidence
in prosecutions against the harm that might result to the
national security by the disclosure of information or ex-
posure of witnesses in the course of such prosecutions.




page 2.

Should the Attorney General and the classifying agency -
not be able to reach an agreement as to any such items,
either party of course has the right to request the
President to review such decisions at that time.
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March 20, 1978

MEMORANDUM FOR THE PRESIDENT
FROM: Bill NordhaushﬁWV

SUBJECT: Economic Effects of the Coal Strike

This memorandum is in response to a request by
Bob Lipshutz on Saturday, March 18 for an updated
assessment of our best guess about the impact of a
contlnuatlon of the coal strike without a Taft- Hartley
1njunct10n. Our best guess shows a far more limited

used to support the aff1dav1ts.

J Our projections reflect the collective judgment of
those in the Interagency Coal Strike Task Force (CEA, DOE,
and DOL) about the values of the following critical variables
in the ECAR region: coal deliveries, coal stocks, non-coal
generation, and wheeled-in power.

Earlier Projections

In the Schultze-Nordhaus memorandum of March 11, we
reported both a best-guess and a conservative case. Our
best guess suggested that a continuation of the strike
would lead to a reduction of one percentage point in
regional output and would generate layoffs of about 100,000
by the end of March. In the conservative case (characterlzed
by low levels of coal deliveries as well as other pessimistic
assumptions), electricity curtailments were estimated to
generate over 1 million layoffs by the end of March and over
3 million in Aprll

Latest Projections

Since our earlier memorandum, coal deliveries have
increased from 900,000 in the last week of February to
1.25 million tons for the week ending March 11. Non-coal
generation and wheeled-in power continue to run well above
normal, with some unused potential.



As a result, layoffs in the region affected most by
the strike have risen from 9,500 in the week ending
February 18 to only 22,900 in the latest survey week of
_March 11. 1In general, experience has been guite close
to our best-guess projections.

We are now projecting that, under the best-guess
parameters, continuation of the strike without the
Taft-Hartley injunction would lead to a moderate
- increase in unemployment, reaching around 200,000 in
the middle of April. Layoffs would be held to this order
of magnitude through the end of May. Obtaining a Taft-Hartley
injunction under the best—-guess assumptions would slow the
increase in unemployment: layoffs would not reach the
- 200,000 level until the beginning of May.

Caveats

There are many uncertainties in this projection. First,
the best—-guess projections depend heavily on the assumption
that weekly coal deliveries to ECAR remain at their present
level of 1.25 million tons. It is possible, however, that
if the current proposed contract is not ratified and if
progress toward a settlement slows down, violence or other
disruptions could force deliveries down to 300,000-600,000
tons/week —-- their levels prior to mid-February. Second,
if at the same time a lengthened strike weakens the
capability of neighboring utilities to export power,
unemployment could rise to over 1 million in the first
two weeks of April and possibly as high as 3.5 million

by the end of April. Tt was on this conservative prudent

planning basis that the current affidavits were prepared.
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WASHINGTON
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FOR ACTION:
INFO ONLY: THE VICE PRESIDENT - STU EIZENSTAT
HAMILTON JORDAN "~ BOB LIPSHUTZ
JACK WATSON
SUBJECT: = NORHAUS MEMO RE ECONOMIC EFFECTS OF THE COAL STRIKE
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+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +
+ _ BY: ' +
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ACTION REQUESTED: FOR YOUR INFORMATION
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:



THE WHITE HOUSE
WASH lNGTON

March 21, 1978

‘vaig Brzezinski

The attached was returned in the
President's outbox today and

is forwarded to you for your
~information. The signed original
of the incoming as well as the
outgoing letters have been given
~to Frank Moore for approprlate
handling.

' " Rick Hutcheson
cc: Frank Moore

RE: LETTER TO SEN. LONG ON IMPORT
OF NATURAL GAS FROM  MEXICO




MEMORANDUM

- THE WHITE HOUSE

'WASHINGTON

ACTION

March 18, 1978
MEMORANDUM FOR: THE PRESIDENT
FROM: | ZBIGNIEW BRZEZINSKI @ {a’/
SUBJECT: Letter to the Pre51dent from

Senator Long -

Attached at Tab A is a proposed reply to Senator Long's

- letter of February 28 concerning the import of natural -

gas from Mexico and his concerns on how it will impact
on his state (Tab B). After you have signed the letter
to Senator Long, I will task the Department of State and
the Department of Energy to look into the issues raised
in Senator Long's letter and give me a full report.

RECOMMENDATION ::

That you sign the letter to Senator Long.



THE WHITE HOUSE
WASHINGTON
‘March 21, 1978

To Senator Russell Long

Thank  you for ydur‘letter'of February 28
on the import of natural gas from Mexico.-

Given the issues you raise, I have asked
Secretaries Vance and Schlesinger to look

into the matter of your concerns and give .

me a full report.

Sincerely,v

The Honorable Russell B. Long
United States Senate
Washington, D. C. 20510

B
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RUSSELL B. LONG ‘ :

LOUISIANA

?J%:nuc SBlates ,-\D srierte

w/y ’ WASHINGTON. O.C. 20510

February 28, 1978

The Honorable Jimmy Carter
The White House

©.1600 Pennsylvania Avenue
Washington, D. C. 20500

Dear Mr. President: . E ' pAR w nTh

The purpose of this letter is to request your support
for the distribution to Louisiana of a fair share of the
natural gas to be imported from Mex1co.

I am deeply concerned about the effect of the natural
gas shortage on Louisiana and the apparent misunderstanding
that exists in official circles regarding the levels of exist-
- ing and potential gas supplies for the consumers in my state.

Louisiana has delivered more than 73 trillion cubic feet (Tcf)
of gas to the interstate market during the years 1963-77.
. Most of this gas leaves the state to serve the mldwest and
“the northeast.

gas from Louisiana, only three pipelines --- United Gas Pipe
Line Company, Arkansas-Louisiana and Mid-Louisiana --- supply
any substantial quantities of interstate gas to Louisiana
customers. Althouqh substantial quantities of onshore Loulslana
gas are now sold in the intrastate market, about ha £
"Louisiana's onshore marketed production is still dedicated

to the interstate market. Thirty-two states receive gas
directly from Loulslana. Historically, Louisiana has exported
approximately as much gas to the rest of the country as all

: ‘ The. fact is that, while 26 interstate pipelines take
|
|
|
|
|
|

.other gas—-exporting states combined.

- , : The result is that Louisiana remains very -dependent
- ‘ - on interstate supplies to meet gas needs within the state.

- 'United Gas Pipe Line Company alone supplies about 68 per _
cent of all residential and commercial gas consumed in Louisiana. -
United also provides gas to over 1,200 Louisiana industries,
most of which are small and highly gas-dependent businesses.




The Honorable Jimmy Carter C =2 | ~ February 2§, 1978

Unfortunately, United has been the most heavily curtailed U. S.
interstate pipeline with curtailments of almost 50 per cent of
its systemwide requirements --- and over 60 per cent of 1ts
Louisiana requirements! --- during the past two years.

_ As a result, Louisiana finds itself in the position of
furnishing vast quantities of gas to other areas and yet
having a severe gas shortage of its own, with the largest cur-
tailments of any single state in 1976 --- approx1mately 10 per-
cent of all curtallments nationwide.

United's projections indicate that even high-priority
Louisiana customers will be partially or wholly curtailed by
the 1978-79 winter season. Industrial curtailments have a
particularly severe effect on Louisiana's economy. As a result
of historic dependence on natural gas, many Louisiana gas users
do not have the alternate capacity to. utilize oil, propane and
coal facilities which are common to many other areas. Much

.of Louisiana's interstate system is not paralleled by intra-

state lines which could serve the same customers, as is the
case in some other gas producing areas. Nor can intrastate
gas be co-mingled and transported through interstate lines
without becoming interstate gas, and thus becoming subject to
both the pr1c1ng and end-use controls of the Federal Government.
The result is that many Louisiana customers served by inter- "
state suppliers cannot offset interstate curtailments by in-
creasing their intrastate gas purchases, even if that gas were:

avallable.

One promising means of improving Louisiana's gas supply
position wqQuld be to include a Louisiana gas supplier in the
proposed pro;ect “to ) “ifiport natural gas ffgﬁwﬁgiff—f_"The six
Tpipelineés” orlglnally selected by Pemex to part1c1pate in the
project primarily serve other regions. The result is: that
Iouisiana would receive almost no gas from Mexico, despite

‘the state's enormous contribution to the gas supplies of other '

states and its own very high level of gas curtailment.

Frankly, Mr. President,-we_in Louisiana consider it
31mply unconsc1onab1e to permit.all of th,shMex1can -gas..to go
t6 6ther “geographic areas, which have better supply positions
and are-served by.pipelihes with lower levels of curtailment.

‘The well-reasoned observations you made as to the need for

geographic equity in your approval of the Alaskan gas project
are equally appllcahle here. S
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On the subject of equity, permit me to refer here to a’
subject which has nothing directly to do with the Mexican gas
issue, but which is so unfair to Louisiana as to argue strongly
for compensatory relief of some sort. In 1976, Mr. President,
some 3.5 Tcf of gas was produced from federal waters offshore

- Louisiana, virtually'all‘of which was dedicated to interstate °

commerce. Both in that year, and in 1977, and at present,

less than 2 per cent of the Louisiana 0OCS production of natural
gas ultimately remains . in Louisiana. One can only speculate

at what might be the reaction of the people of Massachusetts

or New York or any other coastal state which was able to use
only 2 per cent of the gas produced in the federal OCS off its
own coast. They would not like the situation any more than we do
and would be seeking the same sort of equitable rellef as we now
seek. :

I believe there is a reasonable solution to this problem.

Original commitments of the Mexican gas were. for a maximum of

2 BCF per day, but I understand the capacity of the Mexican
pipeline will exceed 2.5 BCF. If the project were expanded to
the full capacity of 2.5 BCF and United, the major supplier of
interstate gas to the Gulf coast region, including Louisiana,
were permitted to participate for the additional 0.5 BCF, the
geographic distribution of gas would be much fairer. Even then

-the quantity would still be far less than this region's prorata

share of curtailments. Louisiana suffered almost 10 per cent of
the nation's curtailments in 1976, and the Gulf coast states

~had almost 20 per cent of the total. Under my proposal, Louisiana

and the Gulf coast would receive only about 4 per cent and

8 per cent of the Mexican gas respectively, whereas these areas

would receive a miniscule .07 per cent and less than 1.5 per
cent respectively under the existing arrangements.

I am well aware that the selection of U. S. pipelines

{was made by Pemex rather than by our government and that the

original agreement has expired because of a failure of the U. S.
and Mexican governments to agree on price. However, our
country's need for this gas is so intense and the benefits to
Mexico of exporting the gas are so apparent, I cannot help but
feel that the price issue will eventually be resolved and that
the project will proceed. At that time, it seems altogether
appropriate to me that our government should make known its views
(a)  that the geographic distribution of the gas is important to
us in evaluating the desirability of the project and (b) that the
inclusion of Louisiana's and the Gulf Coast's major interstate
supplier, United, would substantially improve that distribution
as compared to geographic need. '
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I am taking the liberty of sending copies of this-
letter to Secretary Vance and Secretary Schlesinger, in view
of their jurisdiction over aspects of the matter. This is an
extremely important matter to my state. I hope that it will
have your personal attention and support. - :

Reépecthlly,

cc: Secretary Schlesinger
Secretary Vance



DISTRIBUTION OF MEXICAN GAS BY GEOGRAPHIC
REGION (INCLUDING ENLARGEMENT OF PROJECT TO 2.5 EKF)
AS COMPARED TO 1976 CURTAILMENTS

Present : Expanded -

2976, As % of - Mexican Mexican
Curtailments National Distribution mstribution
Geographic Region 1n BCF I/ _Total As % of Total2/  As 4 of Total 2 2/

Appalachian ,I ‘ ' V
Delaware - o 8.6, - .28 .06 , .05
District of Columbia . - - ) Jd2 . - A2
Kentucky 59.0 1.85 ' 1,23 - 1.54
Marylang B.0 1.19 1.50 o 1,33
Kew Jersey 113.0 3.55 o - k.88 . h._‘}l“
New York 138.0 L. 35 10,97 : 9.62
Ohio 237.0 ‘ S 7.43 10,68 9.88 -
Pennsylvania 195.0 6.13 12.50 11.28 -
Virginia 4.0 1.37 1.4t 1.26
West Virginia 29.1 L9 1.33 1.30
TOTAL ' 86%.7 ?7& LR 126.89
Southeast .
Alabama 76.0 2.40 3.18 3.80
Floride 35.0 1.09 -3.53 3.k9
Georgia a..0 2.85 3.15 3.02
N. Carolina 100.0 3.17 1.49 1.19
8. Carolina " 29.0 £90 1.19 1'11;3
Tennessee .3 .12 .13 - - 42
TOTAL 313 . T13.53 1227 12.05
Great Lakes o .
Illinois S 298.0 9.36 2.51 3.65
Indiana : 110.3 3.47 _ 1.82 - 1.9%6
Michigan 192.1 6,04 - 02 .05
Wisconsin ] 30.0 _ v gﬁ 2,01 - 1.63
TOTAL - 630.5 1981 6.36 7.29
Gulf Coast ' ' '
Arkansas 152.0 4,78 .05 7 .18
- Louisiana 3Lh 9.79 .07 3.9
Mississippi ' 142.0 .45 ‘ .68 T 2.53
Texas 7 16.0 .50 » 97 1.16
TOTAL - 6.k 19,52 .37 7.83
Pecific Southwest ’
Arizona ' k9 1.5h4 1.88 1.5
Nevada . ) 2.6 .08 31 25
New Mexico . - _18.0 .56 67 . .
- TOTAL o 328.0 10.3. . - 2,43 1715
Other 3.5 9.78 . 9.83 . - T 10.79

1/ . Source: FPCNewskleaseNo. 22929, BureanofNatnralGesﬁa:fMortzssued
February 22, 1977, Schedule V.

2/ Assumes thatwncznmzpphsobtainedbypaztimpatingp_:elmesmddbed;s-
tnhtedgecgraphlcallymtmsmmuos"ﬂmrtatalczssmhsmrlws.
Distribwtion of total 1976 supplies detérmiied using individual pipelines' FPC Form
2 Reports for year ending December 31, 19769#exeamlabl.c:mtedusmgs?c
NatxmalGasFlow Patt:ems. 1975, issuedl’ehnmy 1977. v
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THE WHITE HOUSE

/
WASHINGTON '

March 21, 1978
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MEMORANDUM FOR FRANK MOORE —
o/

FROM: DAN TATE

SUBJECT: Senate Action on Farm Legislation

As a direct result of our inaction and indecisiveness, we are in a
virtually hopeless situation as the Senate acts on "emergency' farm
legislation today.

We have steadfastly maintained that no new agriculture legislation
is needed and, in fact, substantial administrative relief would be
premature. Unfortunately, the Senate feels differently -- probably
because of intense pressure from both striking farmers and even
traditional farm organizations but perhaps because Senators do not
agree with our assessment of the agricultural economy and the ade-
gquacy of the existing program.

Last week the Senate Agriculture Committee reported the Talmadge
land diversion bill ‘but only. ~after defeatitrig. "=~ a proposed amend-
ment to increase target prices and loan levels for wheat and feed
grains by 50¢ a bushel (on an 8 to 8 tie vote). The Committee also
reported the Dole flexible parity bill and agreed that the bills
would be considered and passed in succession today by the Senate.
In securing this agreement Talmadge outsmarted Dole -- he planned
to take his land diversion bill directly to conference with the
House (since the Talmadge measure was actually already attached to
a minor House- passed bill prov1d1ng a marketing order for raisins)
and leave Dole's bill to languish in the House Agriculture Commit-
tee. Talmadge felt that separate action on and even passage of the
Dole bill could have the following positive effects: (1) Senators
would have an opportunity to say to their farmers that they had
voted for a parity bill; (2) Dole's measure would not be acted upon
by the House before the Talmadge measure, appropriately modified

to meet our objections, was on its way to the White House for action;
and (3) the President would not be forced to veto a farm bill --
even one as irresponsible as Dole's -- and thus incur the wrath of
farm states, cause farm state Congressmen to run against the Presi-
dent this year and launch Dole's presidential campaign at our ex-
pense. ‘ » ,

On Monday Dole finally grasped what Talmadge was attempting and now




plans to offer (or have someone offer for him) the flexible parity
approach as an amendment to the Talmadge bill.

In turn, Talmadge has been forced to agree to accept Senator Mc-
Govern's amendment to increase target prices and loan levels for

wheat, feed grains, and cotton as follows: wheat -- t/p of $3.55
and 1/1 of 2.80; feed grains -- t/p of $2 50 and 1/1 of $2.25;
cotton -- t/p of $0.60 and no increase in the loan level. Talmadge

believes that McGovern's amendment will make his bill more attrac-
tive,and, hopefully, help beat back Dole's efforts to attach his
proposal to the land diversion bill. v

Late last week Talmadge asked the Administration to vigorously lobby
against the Dole approach. His call-to-arms was hardly responded

to and, as a consequence, Talmadge is seriously considering ac-
cepting the flexible parity amendment when it is offered. Appar-
ently, his rationale is that if we do not care enough to fight

Dole -- for both legislative and political reasons -- then why
should he; after all, he is under great political pressure from
Georgia farmers and he does not want his leadership rebuffed by

the Senate. In short, if we are indifferent, then he stands to

gain more from switching than fighting.

Of course, if the Dole approach is attached to the Talmadge measure,
it will go into the conference committee and almost surely will
emerge and be sent to us for action. If we sign the bill, we have
caved into a Republican initiative by Dole and, if we veto the bill,
we have alienated the farm vote and made Dole a hero.

We must stop Dole.



o FRESLUENT RAS SHEN

THE CHAIRMAN OF.THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

March 18, 1978 (i?//,
EYES ONLY “/////

MEMORANDUM FOR THE PRESIDENT

157

| e
FROM: Charlie Schultze (43 1 '
Subject: Revised GNP for the Fourth Quarter of 1977.

On Monday (March 20) at 2:00 p. m. the Commerce
Department will release a revised estimate of GNP in
the fourth quarter. Real GNP growth in that quarter
is now estimated at 3.8 percent, annual rate. The
earlier estimate was 4.0 percent. This revision is too
small to be of any significance. The press, however,
may play it as one more bit of evidence pointing to
weakness in the economy.

Corporate profits were down somewhat in the fourth
quarter from the third quarter level, but were still
4-1/2 percent higher than the average level in the first
three quarters of the year.
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THE WHITE HOUSE x‘ .

WASHINGTON ’/,r

MARCH 21, 1978
4:00 P.M.

MR. PRESIDENT
THE SENATE PASSED THE DOLE
FLEXIBLE PARITY AMENDMENT BY A

VOTE OF 55 TO 39.

FRANK MOORE
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THE WHITE HOUSE
WASHINGTON

March 24, 1978
Wednesday - 6:00 p.m.

MR. PRESIDENT

FROM : JOE CALIFANO

I have settled the dispute with
Russell Long over the child
support enforcement "good
cause" regulations. The
Chairman and I are in agree-
ment on the course of action
we are taking.
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. THE WHITE HOUSE
- ‘ WASHINGTON

April 21, 1978
| ':-';,’," A ~ Stu Eizenstat
L : Jim McIntyre

S "~ The attached was returned in

) the President's outbox. It is
forwarded to you for appropriate
handling. '

Rick Hutcheson
. . =.'~: P ccs Frank Moore
PRESIDENT'S COMMISSION ON

PENSIONS AND RETIREMENT
POLICY
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COSTANZA AGENCY REPORT
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JORDAN EXECUTIVE ORDER
LIPSHUTZ Comments due to
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HARDEN SCHNEIDERS
HUTCHESON STRAUSS
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THE WHITE HOUSE

_WASHINGTON

April 21, 1978

Mr. President:

I am concerned that if Mr. Kirbo chairs

this commission the Senate may require his
confirmation and attempt to get into all

of his financial holdings, etc. While this
possibility is somewhat lessened by our
recommendation of beginning the commission
with an Executive Order, it is still a
possibility. Moreover, even if no confirmation
is required there may be extensive requests for
a financial disclosure due to the importance

of the commission. It would be wise to have
Ham ask Mr. Kirbo about this before any public
announcements are made about his chairmanship.

Stu

Mr. President:

Congressional Liaison: If it is important that
the Commission be established quickly, it should
be done by Executive Order, not legislation.
Legislation would go to 3 or 4 committees, and
raise lots of problems,

Watson, Lipshutz and Cruikshank had no comment.

Rick



THE WHITE HOUSE | ]

WASHIN‘GTON
April 21, 1978

MEMORANDUM TO: THE PRESIDENT

FROM: STUART EIZENST (W\A
LA

JIM McINTYRE

SUBJECT President's Commission on Pensions and
Retirement Policy

There are traditionally two methods of establishing a commission
of this sort: legislation or executive order. Legislation will
be ultimately required in this case because an executive order
can only establish the commission for one year and it is
recommended that this commission run at least two years. Reliance
on legislation alone, however, will tend to delay the establish-
ment of the Commission for these reasons:

—— the legislation will probably be sent to no
less than four committees in each house of
the Congress which means there is almost no
chance of enactment this session;

-- even 1if the Government Affairs/Government
Operations Committees were the only com-—
mittees requesting jurisdiction, they might
request confirmation hearings for the Com-
mission chairman, especially if Charles
Kirbo decides to accept this position.

We have discussed an alternative approach which permits us to
establish the Commission immediately while still seekina
congressional action.

The Commission on Pensions and Retirement Policy could be
established temporarily by executive order while, simultaneously,
legislation was sent to the Hill which would authorize the
Commission for its full life. There are many precedents for this
type of action, the most significant being when President Kennedy
established the Peace Corps temporarily by executive order while
at the same time sending legislation to the Congress to establish



S Prodesvaiion Pepoecs

the Corps permanently. There are several advantages to this
strategy:

-~ the Commission can be established and begin its
work immediately;

-- we can avoid the appearance of circumventing
Congress;

-- the:Cohgress, when considering the legislation,
will be less likely to obstruct the work of an
existing body.

The draft legislation calls for the Commission to operate for
only two years. We believe that the Commission should operate
for longer than two years in order to adequately deal with its
mandate. Also if the Commission were to operate for longer

than two years, the final report and recommendations would be
issued after the 1980 election. The Commission could run beyond
1980 if it were established by executive order and continued  for
two years from the date the legislation is passed. In any event,
interim reports can appear prior to the final report.

We believe that it is very important to establish the Commission
as quickly as possible. 1In June it will be one year since vou
announced your intention to name the Commission. We recommend
that we establish the Commission on Pensions and Retirement Policy
immediately by executive order and simultaneously send leaisla-
tion to the Congress establishing the Commission permanently.

We further recommend that the Commission run two full years from
the date the legislation is ultimately approved.

Decision
Establish the Commission on Pensions and Retirement Policy

temporarily by executive order, while simultaneously sending
legislation to the Congress,

b/// Approve

Disapprove

The Commission on Pensions: and Retirement Policy should continue
operation two full years following enactment of legislation.

Approfre M// J[/é
Disapprove /[_&'_ ) j%,/w

S (47122 'qurth
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THE WHITE HQUSE
WASHINGTON

'March 21, 1978
Frank Moore
The attached was returned in the
President's outbox today and is
hancling.
Rick Hutcheson

cc: The Vice President

' Stu Eizenstat
Hamilton Jordan
Jack Watson

WEEKLY LEGISLATIVE REPGRT
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ADMINISTRATIVELY CONFIDENTIAL.

S THE WHITE‘. HOUSE e

- . WAQHINGTON
 March 18, _19731

MIMORANDIM FOR: BT THE PRI‘.SIDENT

eROM: FRANKMOORE. 47?:"«
SURJECT: SR . I w@ekly Leqx.slatlve Report :
1. ENERGY

Natural Gas. The publlc conference could c.orwene on 'ruesday for the first t:!.me
this year. Generally, House Democratic conferees believe that if the Senators

move a bit from the "Jackson canpromise”, we will get a bill. Dingell is concerned

about ensuring market order: under the phased derequlatmn proposals. The tentative
House c:otmter~proposal may be presented to all House conferces for formal action
on Monday in preparatlon for the Tuebday meetmg with the Senators. -

Energy Taxes:, As you recall, ..aenator Iong has 1ndJcated h:.s w:l.lh.ng'ness to push for
enactment of C.0.E.T and has instructed his staff to examine possible compromises,
most of which involve the uses to which C.0.E.T. revenues will be put. (SS tax offsets,
decline curves, etc.). At this time, we should not be alarmed that not a great deal
igs happening pubhcly and that the tax conference has not resumed.  There is
considerable behind-the-scenes activity at the staff 1eve1 amd tlus 19 the manner

in which Long usually perfcrs to operate. '

—One development having a major bearmg on the. energy tax cmxference is tha ‘possibility
that you will impose oil import fees. This question must be viewed from at least :
two perspectives: 1) the necessity For imposition of fees in dealing .with the

doller situation, and 2) the possible deleterions effect that fee imposition could

have on the energy tax bill. The best-case result of imposition of fees would be
helping the dollar recover in the international market and proddmg Congraess into .
action on energy taxes. The worst-case result would be precipitation of an Executive- -
Iegislative struggle ending in retroactive removal of your authority to impose fees,
and no action on C.0.E.T. The two issues -— import fees and the enerqy tax blll -_

are not independent of one another and must not be vxewed separately.. P

2. FOREIGN PQLICY ISSUES o

Panama: After Thursday's v1ctory, we expect a per_tod a prelumnary sld.rmishmg wlule
opponents decide how to play the Panama Canal Treaty. Majorlty Ieader Byrd is - -
pressmg for a fmal ‘vote somet.une durmq the Eirst tuq weeks in Apnl.

~-Opponents’ imtlal tactlcs have been to goad the Panamamam into same statement ~
that will hurt the chances for Senate approval of the second Treaty. Thus, they
continually bring up the DeConcini reservation on the floor,. erphas:.zmg that it is

a drastic revision of the Treatles which allows the u.s. bo mtervene m Panama s
aft’alrs. o .

.f_";ssw 70 o SRR Atﬁﬁm“gma O
SANCELLED PER A ML ARG
AT IR OF



o -—Senator Allen has indicated that he will not be wa.ll.mg to qrant a time agreement

before the recess. After the mcess, he ..»ays he will be ore amenable. E

--We are working with the leadership to flrmly establish a package oE two or three
understandings for the second Treaty. Additional understandings will not be accepted.
We think this will avoui any - confusu)n over our position on the many amendrents we
expect to be offerc:d

Ml'ddle Liast Armsa: Jewish organizations around the country are prcparmg a major

~campaign to influence key congressional votes on the package over the Easter recess.

State recommends making major efforts next week to assure that Members do not ¢ommit
themselves against the Administration. Their proposals include phcme cvalls fr@n you.
the Vice President, Secretary Vance and Zbiy Brzezinski. State is also preparing

a lettor Ffor your sn.gnatu.re to be sent to all Members of the two forel.gn relations
committees.

~-~This week Prince Turki, Chief of the Saudi Intelligence Service and bx:orther of the
Foreign Minister, met with members of the SFRC and HIRC. State advises he was highly
effective in persuading Members that Saudi Arabia intends to use the F-15 for the
defense of its oil fieclds, its capital and the holy sites in the Jidda area. He:
spoke frankly about his Govermment's concern over possible Israeli expansion but
emphasized that Saudi Arabia would not provoke Israel by basing the F-15 at Tabuk.
The Saudi Hmbassy sent out a statement to all Members of Congress explaim.nq the
Saudi position on this and other issues.

--2mbassador John West has briefed several Mambers of Congress. His explanation
of the importance of the Saudi-US relationship has helped Members better understand
the context within which your decision was made. Other State Department officials
have also contacted Members but the vote counts are still quite soft.

=-0One real threat is the growing move bo dlsapprove the entire package. 'I'his‘mve
has gained impetus as a result of Israel's move into southern Lebanon. As of today,
a resolution to disapprove sales to all three countries would probably pass in hath
Committees. (Preliminary indications are that such a resolution is not permitted
under the law, but it is possible to wvote "en bloc” on the four cases in cmmittee.)

' Middle East/Hamilton Subcommittee: AID advises that the HIRC Mlddle East oubconm.ttee,

in a closed markup on March 16 of its recommendations to the full Cbmu.ttee, is

. reported to have tentatlvely adopted the follcwing.

»

1) To earmark. the request for Israel, Eqgypt. and Jordan, thereby making
the economic aid program . for . Syrla particularly vulnerable to cuts
later in the authorization or appropriation. prooess. This action
is intended to convey a mes.,age to Syrla about the peaoe process.

2) To earmark $3 mlllmn of the Middle East Special Requlrements Fund
for the development of reqlonal cooperation on Mlddle East pmjects
which can scrve as an J.nce.ntlve to peac:e. ‘ :

3) ‘Ib instruct the Executlve Branch to study vprlous ways to speed up
dishursements of econorm.c aid to Israel, mclu ng ‘moving to an all-

cash program, . A




T e

-—-'rhero were also mch.cat_wns of a nx:xve to 1ncrease Secunty Supportmg Assistance
to Israel by $250 to $500 million, but. apparently this did not occur. The text
of the Subcommittce rocmrmendations will bec:ome available next week. »

Horn of Africa: Once your emlssary to f;omalm returns, “and decz.smns have been

made on what sort of assistance package we may want to provide Somalia, the Adminlst:a-
tion will have to consult widely on the Hill. It is clear that both Members and staff
will want to scrutinize carefully any military assistance or large-scale economic
assistance that may be recommended for the area. It is likely that you will have to
provide personally the policy rationale for an mcreased U.8. involvement in the area,

Rhodesia: While the congressmnal cllmate favors the *internal settlement“ State
has headed off, at least until after the Easter recess, oons:.deratlon of any

resolutions that would lxrply oongressmnal support for it.

IFIs/Human  Rights: - The Conzales House Banlung Subcoxmttee coricluded a series

of hearings last week on the manner in which the Administration has carried out
congressional mandates, particularly human rights, on the IFIs. Among others,
Clarence long testified and was subjected to a barrage from Paul Tsongas who accused
Llong of operating in opposition to the objectives of a Democratic President and co
against the mainstream of the Democratic Party. 2Administration witnesses were
lambasted by Hyde (R-I1ll) and Iakalce (D-NY) on alleged double standards in carrying
out congressional human rights mandates ~- i. e.y hard on our friends (Chile, etuc.)
and easy on our enemies (Commnist countries).  They claimed that many moderates
shared their views that both Congress and the Administration had gone too far in
legislating and enforci_ng Arerican standards of hmnan rlghts on the world. '

--Secretary Blumanthal is working w1th Dave Obey on the level of the IFL request

Human Rights in Panama/Long House Subcoxmuttee Hearing. Dave Obey publicly pointed
out that the hearing (last Wednesday) was part of an effort to persuade the State
Department to change its stand on aid to NJ.caragua by denonstrating that the
Administration is applying human rights sanctions in a very uneven manner. o
Nninistration witnesses were questioned closely on whether any U.S. military aid
was being illegally directed to police forces in Panama. AID advises that the Sub~
comuittee mood may indicate an attempt to end all military aid to Latin America.

--AID advises that Dave Obey tried to persuade Chairman Long not to schedule the
hearmg because of Senate consuieration of the Treaties, but was unsuccessful.

Industrial Fasteners: The Vanik Suboommttee voted 7-6 last week to report a
resolution to override your decision. The full Comittee appears. closely divided
and the results of a full louse vote are uncertain, but the industry is lobbying -
very hard. TFull Committee action is scheduled for 2pril 10 (Vanik has an agreement.
with the resolutions' cosponsors not to move it to the floor before full Committee
consideration). Ribicoff has scheduled hearings in the Senate Trade Subccmmttee
for Apnl 4, but pmspects look better ‘on. the Senateg sn.de. :

--STR is orgamzmg an mteragency leglslatlve effor,: (we are partxcxpamg) to daal
with the 1ssue. , ’ : L : :

—-—-Vam.k will also hold hearmgs Ma.rch 23 on a resolution to overnde the Pdmmlstra-

tion’'s dec:.sicm of - femchmmum.




3. FARM POLICY

¢ —=Last bbnday, the Senate Aqr:.culture. Nutmtmn ang Forestry Ocmmttee reported
the Talmadge 31 million acre land diversion bill, and last Wednesday, the
Committee reported the Dole flexible parity b111. On Tuesday, the full Senate
will consider these bills in succession. The USDA has been ineffective in opposing
cither measure, primarily because of the lack of a ¢lear and viable MAdministration
alternative to any new farm legislation and the presence of striking Earmers who ’
have mumdated USDA officxals and bulhed the Senate into actlcm._ :

—-S:.nce January, Cha.u:man Talnadge has pleaded w:.th the Adttunlstratl.cm to use its

existing authority to deal with legitimate farm needs and head off the demands -

for new farm legislation. - Our response has been totally unsatisfactory to potential

allies such as Talmadge and has played-into the hands of obvious adversaries suwch -
KV}: as Dole. Thus far, the only Administration official to stand up to the radical

o strikers and take issue with their irresponsible demands has been you, and about
the only Administration presence in the Senate on farm issues. has been your CL

| l, ’J,ﬁ office -- except when. the Ocmnlttee demanded public appearances by USDA officials.

A P W{' ’ ——Apparently, we believe that the situation does not merlt either new 1egxslat1.on

costly farm bills alonq on a fast track in an effort to have the new law

s L or significant administrative relief. In the meantime, Congress is moving
' 4 o . ol [ : :
| I;fﬁ;,‘{ into place for spring planting which has already begun in several southern states.

In the absence of any strong Administration position, the political burden is shifting.
from Congress' shoulders to yours. Our options have narrowed to two: either act :
administratively and thus relieve the need for legislation, or be faced with havmq

r to veto a farm bill. A veto would be disastrous politically for you and for -

Congressional Democrats from faxm states who would be forced to campalgn aga.l.nst
you in the fall. ’ _

A meeting between you and your agrlcultural advisors is scheduled for Tuesday, -
the day the Senate votes on the Talmadge and Dole bills. However, the policy decision

resulting from that meeting will be mportant to our strats_\gy of dealmg with the
gituation in the House. .

4. TAX REFORM

--Ways and Means is continuing hearings on the proposals. Treasury reports that
despite Ullman's efforts to ooncentrate attention on the Administration's
recommendations, the issue of Social Security taxes continues to be raised, -
primarily by Rep. Burke (D-Mass). As expectéd, mdustry spokesmen unanimously

oppose the Administration on DISC and deferral, receiving considerable sympathy . -
from the Republicans and certam Damcrats such as Jones (D-Okla) and Joe Waggonner.
In addition, the article in last Monday's Washington Post on the distribution of
the tax burden helped focus already existing election-year concerns about the

mcome tax burden on the nuddle—mccme (mndefmed) taxpayer. :

—-~Congressman Gibbons (D—Fla) advised Treasury staﬁf that several Ways and Means o
Democrats were trymg to establish a group of reforpr-minded Democrats to help the tax
package along. Gibbons warned that we would have to be willing to do some coampromising
to make the plan succeed and that at this pmnt, lack of public support for the bill
created a substantial indifference towards 1t., GJ.hbons sald as many as ten manbers
of the Committee mght partlcxpate. ' v
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5. DEFINSE PROGRAM

+-DOD" advises that while the House Appmprlatlons Committee's Emal reocxmendat.mns
will reflect some program additions and deletions within totals, it is likely to be

. ¢lose to the request. OMB advises that the Defense Subcommittee may add funds for a

nuclear carrier and an Acyis nuclear cruiser. Staff ‘of this Subcammittee has told
oMB staff that the uniformed services (espec:.ally the Navy) are stating personal
opinions gquite contrary to the budget request, and that the civilian mpnesentauv&s
of the departments are not strongly supportmg the budget to counter this.

- tn any case, u.S. -U S.u.R. relatn.ons, strategz.c programs, and naval shipbuilding

- will be at the forr..Eront of this year's pohtlcal debate on deEense spemhng

6. MIDDLE TNOOME STUDENT ASSIS’I‘ANCE

--At a late Frlday meetmg, CL staff Stu and Conqressa.onal leaders Brademas, Ford,
and Perkins decided to put the bill on the Monday suspension calendar (2/3 vote

and no amendments). This avoids the possibility of adding tax credits an the floor.
The Attorney General's opinion stating. that elementary and secondary tax Credits
are unconstitutional was announced Saturday. Hopefully, this bill will pass —_—
but. we are a long way frcm bemg fnushed with the tax credit issue. -

7. chzxcrmmmrs

- =-The public oontroversy sm:‘round.l.ng tlus b:.ll has focused an the reduced party

contribution limits and public financing of House elections. Frank Thawpson will
announce Sunday his intention to offer an amendment to restore party contribution .
limits in return for Republican support in order to move the bill. If this works, .
the House will cansider the bill on Wednesday and 1) ‘restore party limits, 2) act on

public financing and 3) pass the bulk of- the FEC Act Amendments as xeported by
Thompson's Committee.

-—Desplte the press cmtlcnsm, if this blll beocmes law, it would substantially S
improve FEC operations, include many of the suggested improvements in our message,

and generally help Damocrats wh:.le restrlctlnq same da.rect—mall non—candldabe
fundraising organizations. : . S

8. CLINCH RIVER BREEDER REACTOR

--The announcement of your trip to Oak Rl.dqe has been msmterpreted by same Members
as a sign that we are reevaluating our decision on the CRBR. CIL staff is correcting
this impression. Congressmen Flowers and Te ?gue are still on board and we are
optimistic about the situation in the House.” Senator Church has not signed on,
so we are still uncertain about the Senate.

/?frflat/ Bont-  Lee .Iep.ermr Mo é

Frem - SEpLESWyep .
--DOL believes that in the Senate there is a reasonable chance of modifying the
major problems with the House-passed bill -- the 100% of parity amendment and
the amendment eliminating public service jobs from the Programs —to reacithe

full employment goals. We feel it w111 be dlfflcult: to remove the parlty
provision. -

9. HWPHREY/HAWKINS

i

--DOL's best estmtate is that the blll w.lll not reaqh the Sznate floor unt:l.l

sometime in June or July (Senators Proxmlre and Musk,:.e botn have a keen
]urn.sdictlonal 1nterest) ' . . :




10. DEBT CEILING

--On Thursday, the Senate Finance Comnltbce voted to extend the current debt .
limitation of $752 BILLION until July 31, 1978. The same blll was approved by
Ways and Means earlier. m the week. S '

-~The atmospherc among Ways and Means members is scmewhat hOstIIE. 'l’he Comaittee
was very upset with OMB for releasing shortfall figures of $8 BILLION one week

after the floor defeat of the debt ceiling bill. They feel that this action mde.rcut
their efforts and that they cannot defend any of ‘the Administration's estimates on
the debt. Committee members, particularly the Republicans, are also disturbed :
with the [eadership for defeating Title II (making the debt celllng a part of

the Budget Resolution) on the Eloor the 1ast t.une arowd.

--Both House and Senate are expected to act on the extensn.m next week

11. AIRLINE REGUIA'IORY REZFURM

~-liouse markup should be finished on Tuesday. Congressman Cochran  {R-Miss) is
sponsoring a limited market entry amendment that would allow entry into markets

of 350 miles or less. Congressman Ertel (D-Pa) is sponsoring a- ccmplete entry
amendment. Cochran's amendment probably will be adopted in a ccxnpmmse 51tuation.
If the bJ.ll is marked up before the recess, we are.in good shape. :

12. POSTAL R['.'C‘_ORM_

~-After same confusion, we have cleared for floor action on Monday the postal :
PilY that will include our aqreed upon-amendments. It should pass, but the postal
service (not White llbuse staff) is gearing up opposition to several amendments
! on which we took no position.  We will continue to work with the Senate to fashion
an acceptable bill. . o , ' ' :

13. MISCELLANEOUS

Congressional Travel During Recess: With the 'Eester vacation approaching, more than
100 Members of the House and Senate will be heading overseas. 'The bulk of the

travel will be to Europe. Four groups w111 leave Washmgton next week, each w.n.th
15 to 20 lesislators. They are:

A House Armed Services qroup headed by Chalnnan Pr:.ce, go.mg to the
Soviet Union and Western Europe. ' .

A delegation headed by Congressman Ryan (D—Cal) ; attending the
European Parliamentary meeting in Italy. -

A House Leadership delegatlon headed by Congressman Rostemcowskz.
travellmg to Geneva, Stockholm and Yugoslavm.

A Congressional delegation to the Interparllamqntary Unlon meet.mg
in Lisbon.

'three Conqressmen are v151t1ng Africa (mqgs, Whaleq and '-’old.x:z) ; Jack. Brooks and
several memberq of h.'LS Legislatlon and Nat10na1 Secqtlty bubcoumttee w:.ll be »

! .

LE:Lp |~



travelling to ECuador, Peru and Bra:ul* and Senatnr Jav:Lts w111 be msxtmg Greece,
Turkey and Israel over the Easter hollday penod. '

~-~Treasury adv1ses that . Senator Muskie and cnng:essnan Glanmo will probably send
you a letter outlmmg budget items in dispute and requesting the Administration's
oooperatlon 1n a jomt effort to hold spcnd:.nq to the budget flgures. ‘

——Chairman Ribicoff has agreed to poe.tpone his heanngs on the Educat.mn Dega.ttment
until mid-April on the condition that the Administration testify on specifics
rather than generalities. You should get the decision mamo around Apn.l 4.

—DOT advises that House Public Works .Subccmmttee Cha.u.mm, Jun Howard, will .
introduce his own Highway/Trensit legislative package before the recess. -The bill,
which does not include many of the Administration's proposals, is essentially

a continuation of the. e.x:.stmg 1eglslat.10n wn:h sane monay categorles thrown
in for good measure.. _ _

-~The 0il, gas ‘and mlmng 1rﬂustry interests_'wcm a mumber of._ concessions in the
final stages of Interior Committee markup on the Alaska lands legislation. The
bill now goes to the Merchant Marine & Fisheries Committee.: _Suqumittee action
in this Committee should be completed by May . . ' ’

-—In a Defense Approprlat:n.on Subcomm.ttee hearing on’ shlpbu.l.ldmg clams last

Thursday, Admiral Rickover took on Rep Jack Kenp (R—NY) about the questmn of
shipbuilder frdud. A o

FLOOR ACI‘IVITIES, WEEK OF MARQ{ 20
Monday =—-— Call of unanmous consent calenda.r
— 4 suspens:.ons.

1) Southern Crescent Rail Service. ‘The Adninistration opposes this
resolution; which states the sense of Oongress that Amtrak should
take over operations of a Southern R&ilWay passenger line between
Washington, D.C., and New Orleans, via Atlanta. DOT is currently
doing a study of Amtrak's route structurae. Amtrak's Roard of
Directors has wolaed ayainst assuuning operation of this lme
Reps. Staggers and Rooney are the pnmaxy Sponsors. -

2) Wwhite House Authorization. 'Ihe Admims;ratmn strongly Supports
the blll as reported.. ‘ _

3) Small Buemess Act Amend:mnts. The Gcm\ittee ;reported vbi_li"is :
~* not yet available for analysm. CERE . L

4) Middle Incane Student A531stance.




e Po.stnl I\c_Eorm Aet.

- series of Lomnlt.tee t‘und.mg resolutlons

-— Maritime Rebating. The Adnumstratmn has not yet taken a
‘position on the bill.

Tuesday —— . C'.dll of prlvabe calendar

- cht Lmut Exbansmn (sub:)ect Lo a rule being granted) .

- FEC Act Anendmants (subject to a rule be:ng granted)-

Wednesday- FEC Act Amendments (fmsh oonsi.derat:l.on) .

- —=- BEvergency Disaster Relief Approprlatjons. Although this
joint resolution is not yet available for analysis, it is our
understanding that it will contain about $300 million for
disaster relief. This would be consistent with a- $150 million
supplemental contained in the January budget and an additional
B mconmendatlon for $150 nu.lh.m th.ch you should have
shortly. : ‘

-= I.ntematlnnal Bankmg (resc}mduled from last week) .
-= The House will recess until April 3.

Senate

- 'The Senate will continue action on the Panama Canal Treaty. Action

on farm legislation is-scheduled for 'Iuesday. The Debt Limit exbansmn nst
be enactcd before the end of the month. -
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THE WHITE HOUSE
WASHINGTON

March 20, 1978

MR. PRESIDENT:

You may have seen the attached
as it was sent to St. Simons
in case you wanted to read it
on the plane.

Frank Moore



- . " THE WHITE HOUSE %Mﬁt :
ﬁ - WASHINGTON . » %k

March 18, 1978 (ee 7
ADMINISTRATIVELY CONFIDENTIAL W
MEMORANDUM FOR: THE PRESIDENT | f
SUBJECT': ' Wéekly legislative Report

- 1. ENERGY

Natural Gas: The public conference could convene on Tuesday for the first time
this year. Generally, House Democratic conferees believe that if the Senators
move a bit from the "Jackson campromise", we will get a bill. Dingell is concerned

- about ensuring market order under the phased derequlation proposals. The tentative
House counter-proposal may be presented to all House conferees for formal action
on Monday in preparation for the Tuesday meeting with the Senators.

Energy Taxes: As you recall, Senator Long has indicated his willingness to push for
enactment of C.0.E.T and has instructed his staff to examine possible compramises,
most of which involve the uses to which C.0.E.T. revenues will be put (SS tax offsets,
decline curves, etc.). At this time, we should not be alarmed that not a great deal
is happening publicly and that the tax conference has not resumed. There is
considerable behind-the-scenes activity at the staff 1evel and this is the manner

in which Long usually perfers to operate.

--One development having a major bearing on the. energy tax conference is the possibility
that you will impose oil import fees. This question must be viewed fram at least

two perspectives: 1) the necessity for imposition of fees in dealing with the

dollar situation, and 2) the possible deleterious effect that fee imposition could

have on the energy tax bill. The best-case result of imposition of fees would be
helping the dollar recover in the international market and prodding Congress into
action on energy taxes. The worst-case result would be precipitation of an Executive- -
legislative struggle ending in retroactive removal of your authority to impose fees,

and no action on C.0.E.T. The two issues -- import fees and the energy tax bill --

are not independent of one another and must not be viewed separately.

2. FOREIGN POLICY ISSUES

Panama: After Thursday's victory, we expect a period a preliminary skirmishing while
opponents: decide how to play the Panama Canal Treaty. Majority leader Byrd is
pressing for a final vote sametime during the first two weeks in April.

—~Opponents' initial tactics have been to goad the Panamanians into same statement
that will hurt the chances for Senate approval of the second Treaty. Thus, they
continually bring up the DeConcini reservation on the floor, emphasizing that it is
a drastic revision of the Treaties which allows the U.S. to intervene in Panama's
affairs.




--Senator Allen has indicated that he will not be willing to grant a time agreement
before the recess. After the recess, he says he will be more amenable..

-—We are working with the leadership to firmly establish a package of two or three
understandings for the second Treaty. Additional understandings will not be accepted.
We think this will avoid any confusion over our position on the many amendments we
expect to be offered.

Middle East Arms: Jewish organizations around the country are preparing a major
campaign to influence key oongressional votes on the package over the Easter recess.
State recommends making major efforts next week to assure that Members do not cammit
themselves against the Administration. Their proposals include. phone calls from you,
the Vice President, Secretary Vance and Zbig Brzezinski. State is also preparing

a letter for your signature to be sent to all Members of the two foreign relations
cammittees.

—--This week Prince Turki, Chief of the Saudi Intelligence Service and brother of the
Foreign Minister, met with members of the SFRC and HIRC. State advises he was highly
effective in persuading Members that Saudi Arabia intends to use the F-15 for the
defense of its oil fields, its capltal and the holy sites in the Jidda area. He
spoke frankly about his Government's concern over possible Israeli expansion but
emphasized that. Saudi Arabia would not provoke Israel by basing the F-15 at Tabuk.

The Saudi Embassy sent out a statement to all Members of Congress explaining the
Saudi position on this and other issues.

—-Ambassador John West has briefed several Members of Congress. His explanation
-of the importance of the Saudi-US relationship has helped Members better understand
the context within which your decision was made. Other State Department officials
have also contacted Members but the vote counts are still quite soft.

--One real threat is the growing move to disapprove the entire package. This move
has gained impetus as a result of Israel's move into southern ILebanon. As of today,
a resolution to disapprove sales to all three countries would probably pass in both
Committees. (Preliminary indications are that such a resolution is not permitted
under the law, but it is possible to vote "en bloc" on the four cases in committee.)

Middle East/Hamilton Subcommittee: AID advises that the HIRC Middle East Subcommittee,

in a closed markup on March 16 of its recommendations to the full Committee, is
reported to have tentatively adopted the following:

1) To earmark the request for Israel, Egypt and Jordan, thereby making
the economic aid program for Syria partlcularly vulnerable to cuts
later in the authorization or appropriation process. This action
is intended to convey a message to Syria about the peace process.

2) To earmark $3 million of the Middle East Special Requirements Fund
for the development of regional cooperation on Middle East projects
which can serve as an incentive to peace.

3) To instruct the Executive Branch to study various ways to speed up
disbursements of economic aid to Israel, including moving to an all-
cash program.
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—-There were also indications of a move to increase Security Supporting Assistance
to Israel by $250 to $500 million, but apparently this did not occur. The text
of the Subcommittee recommendations will became available next week.

Horn of Africa: Once your emissary to Somalia returns, and decisions have been

made on what sort of assistance package we may want to provide Somalla, the Administa-
tion will have to consult widely on the Hill. It is clear that both Members and staff
will want to scrutinize carefully any military assistance or large-scale economic
assistance that may be recommended for the area. It is likely that you will have to
provide personally the policy rationale for an increased U.S. involvement in the area.

Rhodesia: While the congressional climate favors the "internal settlement", State
has headed off, at least until after the Easter recess, consideration of any
resolutions that would imply congressional support for it.

IFIs/Human - Rights: The Gonzales House Banking Subcommittee concluded a series

of hearings last week on the manner in which the:Administration has carried out

- congressional mandates, particularly human rlghts, on the IFIs. Among others,
Clarence Long testified and was subjected to a barrage from Paul Tsongas who accused
Iong of operating in opposition to the objectives of a Democratic President and
against the mainstream of the Democratic Party. . Administration witnesses were
lambasted by Hyde (R-I1l) and LaFalce (D-NY) on alleged double standards in carrying
.out congressional human rights mandates -~ i.e., hard on our friends (Chile, etc.)
and easy on our enemies (Communist countries). They claimed that many moderates
shared their views that both Congress and the Administration had gone too far in
legislating and enforcing American standards of human rights on the world.

——Secretary Blumenthal is workmg with Dave Gbey on the level of the IFT request.

Human nghts in Panama/Long House- Subcomm:‘.ttee 'Hearlng» Dave Cbey publicly pointed
- out that the hearing (last Wednesday) was part of an effort to persuade the State
Department to change its stand on aild to Nicaragua by demonstrating that the
Administration is applying human rights sanctions in a very uneven manner.
. Administration witnesses were questioned closely on whether any U.S. military aid
was being illegally directed to police forces in Panama. AID advises that the Sub-
committee mood may indicate an attempt to end all military aid to Latin America.

—--AID advises that Dave Obey tried to persuade Chairman Long not to schedule the
hearing because of Senate consideration of the Treaties, but was unsuccessful.

Industrial Fasteners: The Vanik Subcommittee voted 7-6 last week to report a
resolution to override your decision. The full Committee appears closely divided
and the results of a full House vote are uncertain, but the industry is lobbying
very hard. Full Committee action is scheduled for April 10 (Vanik has an agreement
with the resolutions' cosponsors not to move it to the floor before full Committee
consideration). Ribicoff has scheduled hearings in the Senate Trade Subcommittee
for April 4, but prospects look better on the Senate side.

--STR is organizing an interagency legislative effort (we are participating) to deal
with the issue.

--Vanik will also hold hearings March 23 on a resolution to override the Administra-
tion's decision of ferro-chromium.



3. FARM POLICY

--Last Monday, the Senate Agriculture, Nutrition and Forestry Committee reported
the Talmadge 31 million acre land diversion bill, and last Wednesday, the

Committee reported the Dole flexible parity bill. -On Tuesday, the full Senate
will consider these bills in succession. The USDA has been ineffective in opposing
either measure, primarily because of the lack of a clear and viable Administration
alternative to any new farm legislation and the presence of striking farmers who
have intimidated USDA officials and bullied the Senate into action.

--Since January, Chairman Talmadge has pleaded with the Administration to use its
existing authority to deal with legitimate farm needs and head off the demands

for new farm legislation. Our response has been totally unsatisfactory to potential
allies such as Talmadge and has played into the hands of obwvious adversaries such
as Dole. Thus far, the only Administration official to stand up to the radical
strikers and take issue with their irresponsible demands has been you, and about

the only Administration presence in the Senate on farm issues has been your CL
office -- except when the Committee demanded public appearances by USDA officials.

Appa.rently, we believe that the situation does not merit either new legislation
or significant administrative relief. In the meantime, Congress is moving
costly farm bills along on a fast track in an effort to have the new law
into place for spring planting which has already bequn in several southern states.
In the absence of any strong Administration position, the political burden is shifting
from Congress' shoulders to yours. Our options have narrowed to two: either act
administratively and thus relieve the need for legislation, or be faced with having
to veto a farm bill. A wveto would be disastrous politically for you and for
Congressmnal Democrats from farm states who would be forced to campaign against
you 1n the. fall.

A meeting between you and your agricultural advisors is scheduled for Tuesday,

the day the Senate votes on the Talmadge and Dole bills. However, the policy decision
resulting’from that meeting will be important to our strategy of dealing with the
situation in the House.

4. TAX REFORM

--Ways and Means is continuing hearings on the proposals. Treasury reports that
despite Ullman's efforts to concentrate attention on. the Administration's
recommendations, the issue of Social Security taxes continues to be raised,
primarily by Rep. Burke (D-Mass).. As expected, industry spokesmen unanimously
oppose the Administration on DISC and deferral, receiving considerable sympathy =
from the Republicans and certain Democrats such as Jones (D-Okla) and Joe Waggonner.
- In addition, the article in last Monday's Washington Post on the distribution of
the tax burden helped focus already existing election-year concerns about the

income tax burden on the mlddle—lncome (undefined) taxpayer.

~—-Congressman Gibbons: (D-Fla) advised Treasury staff that several Ways and Means
Democrats ‘were trying to establish a group of reform-minded Democrats to help the tax
package along. Gibbons warned that we would have to be willing to do some compromising
to make the plan succeed and that at this point, lack of public support for the bill
created a substantial indifference towards it. Gibbons said as many as ten members

of the Committee might participate.



5. DEFENSE PROGRAM

~-DOD advises that while the House Appropriations Committee's final recammendations
will reflect same program additions and deletions within totals, it is likely to be
close to the request. OMB advises that the Defense Subcommittee may add funds for a
nuclear carrier and an Aegis nuclear cruiser. Staff of this Subcammittee has told
OMB staff that the uniformed services (especially the Navy) are stating personal
opinions quite contrary to the budget request, and that the civilian representatives
of the departments are not strongly supporting the budget to counter this.

-- In any case, U.S.-U.S.S.R. relations, strategic programs, and naval shipbuilding
will be at the forefront of this year's political debate on defense spending.

6. MIDDLE INCOME STUDENT ASSISTANCE

--At a late Friday meeting, CL staff, Stu and Congressional leaders Brademas, Ford,
and Perkins decided to put the bill on the Monday suspension calendar (2/3 vote

and no amendments). This avoids the possibility of adding tax credits on the floor.
The Attorney General's opinion stating that elementary and secondary tax credits
are unconstitutional was announced Saturday. Hopefully, this bill will pass —-—

but we are a long way fram being finished with the tax credit issue.

7. FEC ACT AMENDMENTS

--The public controversy surrounding this bill has focused. on the reduced party
contribution limits and public financing of House elections. Frank Thampson will
announce Sunday his intention to offer an amendment to restore party contribution
limits in return for Republican support in order to move the bill. If this works,
the House will cansider the bill on Wednesday and 1) restore party limits, 2) act on
public financing and 3) pass the bulk of the FEC Act Amendments as reported by
Thampson's Cammittee.

—-Desplte the press criticism, if this bill becomes law, it would substantJ.ally
improve FEC operations, include many of the suggested improvements in our message,
“and generally help Democrats while restricting same direct-mail, non—candldate
fundraising organizations. :

8. CLINCH RIVER BREEDER REACTOR

--The announcement of your trip to Oak Ridge has been misinterpreted by scme Members
as a sign that we are reevaluating our decision on the CRBR. CL staff is correcting
this impression. Congressmen Flowers and Teague are still on board and we are.
optimistic about the situation in the House.” Senator Church has not signed on,

so we are still uncertain about the Senate.
poT o Bopnt Leo .Izp.emrr m"""

Froni  SEHLES 1hyer ¢

—-DOL belleves that in the Senate there is a reasonable chance of modifying the
major problems with the House-passed bill -- the 100% of parity amendment and
the amendment eliminating public service jobs fram the programs to reach the
full employment goals. We feel it will be difficult to remove the parity -
provision.

9. HUMPHREY/HAWKINS

—DOL's best estimate is that the bill will not reach the Senate floor until
sametime in June or July (Senators Proxmire and Muskie both have a keen
jurisdictional interest).




10. DEBT CEILING

=-On Thursday, the Senate Finance Cammittee voted to extend the current debt
limitation of $752 BILLION until July 31, 1978. The same bill was approved by
Ways and Means earlier in the week.

--The atmosphere among Ways and Means members is somewhat hostile. The Committee

was very upset with OMB for releasing shortfall figures of $8 BILLION one week

after the floor defeat of the debt ceiling bill. They feel that this action undercut
their efforts and that they cannot defend any of the Administration's estimates on
the debt. Committee members, particularly the Republicans, are also disturbed

with the Leadership for defeating Title II (making the debt ceiling a part of

the Budget Resolution) on the floor the last time around.

—--Both House and Senate are expected to act on the extension next week.
11. AIRLINE REGULATORY REFORM

~-House markup should be finished on Tuesday. Congressman Cochran (R-Miss) is
sponsoring a limited market entry amendment that would allow entry into markets

of 350 miles or less. Congressman Ertel (D-Pa) is sponsoring a complete entry
amendment. Cochran's amendment probably will be adopted in a compramise situation.
If the bill is marked up before the recess, we are in good shape.

12. POSTAL REFORM

—After sane oonfu51on, we have cleared for floor action on Monday the postal
bill that will 1nclude our agreed upon amendments. It should pass, but the postal
service (not White Hbuse staff) is gearing up opposition to several amendments
on which we took no position. We will continue to work with the Senate to fashion
an acceptable bill.

13. MISCELLANEOUS

Congressional Travel During Recess: With the Easter vacation approaching, more than
100 Members of the House and Senate will be heading overseas. The bulk of the
travel will be to Europe. Four.groups will leave Washington next week, each with
15 to 20 lesislators. They. are:

A House Armed Services group headed by Chairman Price, going to the
Soviet Union and Western Europe.

A delegation headed by Congressman Ryanv (D-Cal), attending the -
pean Parliame‘ntary meeting in Italy. o

A House Ieadership delegation headed by Congressman Rostenkowskl,
travelling to Geneva, Stockholm and Yugoslavia.

A Congressional delegation to the Interparliamentary Union meeting
in Lisbon. _

Three Congressmen are visiting Africa (Digés, Whalen and Solarz); Jack Brooks and
several members of his Legislation and National Security Subcommittee will be
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: : \
travelling to Ecuador, Peru and Brazil; and Senator Javits will be visiting Greece,
Turkey and Israel over the Easter holiday period.

-—-Treasury advisés that Senator Muskie and- Oongressfnan ‘Giaimo will probably send
you a letter outlining budget items in dispute and requesting the Administration's
cooperation in a joint effort to hold spending to the budget figures.

-—Chairman Ribicoff has agreed to postpone his heari‘.ngs on the Education’ Department
until mid-April on the condition that the Administration testify on specifics
rather than generalities. You should get the decision memo around April 4.

- ——DOT advises that House Public Works Subcammittee Chairman, Jim Howard, will
introduce his own Highway/Transit legislative package before the recess. The bill,
which does not include many of the Administration's proposals, is essentially
a continuation of the existing leglslatlon w1th some money categories thrown
in for good measure. ‘ :

-~The oil, gas and mining industry interests won a number of concessions in the.

final stages of Interior Committee markup on the Alaska lands legislation. The

bill now goes to the Merchant Marine & Fisheries Committee. Subcommittee action
in this Committee should be completed by May 1.

__.Ih a Defense Appmpriatioh Subcommittee hearing on shipbuilding claims last
Thursday, Admiral Rickover took on Rep. Jack Kemp (R-NY) about the question of
shipbuilder fraud. .

FLOOR ACTIVITIES, WEEK OF MARCH 20

House

Monday =-- Call of unanimous consent calendar
-- 4 suspensions:

1) Southern Crescent Rail Service. The Administration opposes this
resolution, which states the sense of Congress that Amtrak should
take over operations of a Southern Railway passenger line between
Washington, D.C., and New-Orleans, via Atlanta. DOT is currently
doing a study-of Amtrak's route structure. Amtrak's Board of
Directors has voted against assiming operation of this line.
Reps. Staggers and Rooney are the primary sponsors.

- 2) wWhite House Authorlzation. The Administration strongly supports
the bill as reported.

3) small Business Act Amendments. The Committee reported bill is
" not yet available for analysis.

4) ’Middle- Income Student Assistance.




Tuesday

.Postal Reform Act.

a series of Committee funding resolutions

Maritime Rebating. ' The Administration has not yet taken a
position on the bill.

~Call of private calendar

Debt Limit Extension (subject to a rule being granted).

'FEC Act Amendments (subject to a rule being granted).

FEC Act Amendments (finish consideration).

Emergency Disaster- Relief ‘Appmpri'atiohs. Although this

joint resolution is not yet available for analysis, it is our
understanding that it will contain about $300 million for
disaster relief. This would be consistent with a $150 million
supplemental contained in the January budget ‘and an additional
OMB recommendation for $150 million which you should have.
shortly. : '

International Banking (rescheduled from last week) .

-~ The House will recess until April 3.

Senate

-- The Senate will continue action on the Panama Canal Treaty. Action

on farm legislation is scheduled for Tuesday.

be enacted before the end of the month.

The Debt Limit extension must



o LUK FRESIDENT HAS SEEW.

-"L-Q .

THE WHITE HOUSE

WASHINGTON

20 March 1978

MEMORANDUM FOR THE PRESIDENT q

FROM: RICK HUTCHESON l

SUBJECT: - Status of Presidential Requests
EIZENSTAT:

1. (2/16/77) Opportunity for regulatory reform -- In Pro-
ress, (proposed Executive Order with Senior Staff;
signing ceremony scheduled for 3/23).

2. (3/13) Briefly comment on the confidential Henry
Owen memo concerning the Humphrey bill -- In Progress,
expected 3/24).

LIPSHUTZ:

1. (2/6) Give the President a final analysis of what our
responsibilities are vs. foreign governments for UN
protection in New York City -- Done.

McINTYRE:

1. (1/9) (and Eizenstat, Marshall, Kreps & Blumenthal)
Give the President a decision memo on the National
Center for Productivity and Quality of Working Life --
In Progress, (OMB has completed the memo; Senior Staff
1s reviewing; expected 3/23).

BOURNE :

1. (3/6) How can we get maximum benefit without a
separate commission on killers and cripplers? -- Done.

SCHULTZE :

1. (2/23) Brief assessment of the Blumenthal memo
dated 2/22 concerning energy and the dollar -- Done.

N

o




BRZEZINSKI:

1. (1/17) (Seeret’} Consult with Vance, H. Brown, and H. Jordan
and advise the President on how best to use the information
concerning your memo on comparison of SS-20 and ER warhead --
Done (in evening meeting on 3/20). ’?

2. (2/14) 1Isn't there already a moratorium on the testing _Qé)uL

of nuclear weapons in space, regarding letter from Sen.
Stevenson -- Done (attached).

3. (3/3) Route this letter from Mrs. Makarezos regarding
political prisoners to State for appropriate analysis --
Done, (NSC recommendation: "The petition requests
Presidential help to secure the release of several members
of the former military dictatorship of Greece who are now 94£
in prison. NSC recommends that the President not respond, :
since any comment is likely to be viewed an an unwarranted
intervention in a strictly domestic problem. There is no
evidence of mistreatment of these individuals and their
confinement results from trials which were open to
observers from outside Greece.")

ATTORNEY GENERAL BELL:

1. (3/13) Please give the President a brief assessment on
enroachment of personal privacy. The President has been
a little disturbed by recent articles on this; if true,
this is a trend contrary to the basic philosophy of both
you and the President -- In Progress, (expected 3/21).
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MEMORANDUM FOR: - THE PRESIDENT .
~ FROM: | . ZBIGNIEW BRZEZINSKI%&\’N o
SUBJECT: Letter to Senator Stevenson from.

ACDA ' ‘

Attached is a copy of the letter which Spurgeon Keeny, Acting :
Director of ACDA, sent to Senator Stevenson offering a briefing
' on weapons in space (Tab A). Also attached at Tab B is all the
background material including Senator Stevenson's letter, my
interim reply to the Senator, and my tasking memo to ACDA.




} i : L0V i1l
L. Us\ﬂf O STATES ARIMS rONlROL /\NO DIZARMAME NT ’“;l’ NCY
Wo. : o TUWASHINGEON o ‘
U . . —
- _ e 4
Ci TICE OF , S ' ' . March 6, 1978

T OtRUCICR ’ . : - -

Dear Senator Stevenson:

. Y have been asXed 1o ro Snoqd i_o yonr ll_i_lnr of
Februsty 10 1cuunncnd1ng negotiations on ntl‘
satellite systems. I appreciale your strong desire
that thg United States initiate nejotiations with o
the Soviet Union both for a moratorium on the test— '
- ing and deployment of weapons in spece and for an o .
” agreement to limit competition in anti-satellite ‘
programs. I share your concerns in this axga «ndi‘
czn assure you that a substantial effori ‘is unda
way throuaghout the Executive Branch to bxepaxe nor
~such negotiations. Our objective is to comple.ant.:
and supplement the existing Outer Space Treaty ohnf .'
ning wcapoins of mass destruction in space, and the
SALT ONE and ecierging SALT TWO bhan on inlterfercace:
wilh national technical mecans of verification.  The
negotilations you suggest, and for which we are:pre-
'paring, will probably prove to he extremely uuw;lex?f

A C )

. ) . I am plnn«od to be able to report to you 1~at_ -
- o this week. we proposed to the Soviels that we Lepin o
_negotiations promptly on this subject. We thh not,
-7 hewever, yet received a reply fron the Soviets. -.
_ Although vwe are still in the process of pxcpa:zvg
- - ooux posltlon for these negotiations, we would hao _
. ylad to brief you on this matter at your convenicnse -
- and to continue a dialoque with you as our effo:ts -
unfold. Y feel that a facejto-face. discussion is.
' the best way to convey lo you both the natuxe o0f our _
“effort and the complexity of this 1ssue. e

. ~ Sincerxely,
',/G;Z%k?z/
Spurgeon M.
Acting

o . “The Honorshle
' " adlai E. Stevenson -
United States Scpate
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. o pn T 1073
Dear Mr. Pre51dent, FES oo fie

. I am_disturbed by the failure of the Unlted
States to anjtiate negotiatlionS WITH EHE™ HE-SOVIET Uiion

IOr an immediate moratorium on the testlng and acploymcrt
of Wca2pons in space. T ay InEgTmation isT¢orfect, thic
e - ®UBJect has not even becn proposed for the SALT III agernda.
E- ‘ It is probably too late now for SALT II. My concern was .
el expressed at hearings a year ago and arises from duties
-as Chairman of the Subcommittee on Science, Technology - . - -
and Space of the Committee on Commerce, Science anl e e
Transportation, and also from my position on the Select.
Committee on Intelligence. My recept conversations in

Moscow and Geneva have highlighted this concern. 1

assume that you are aware of these conversations and the o
response which followed from Mr. Shchukin in Geneva. ~

- I am not unaware of your own efforts in the matter. g >
& - But I am chagrined to learn that the evident Soviet B

) willingness to discuss the subject has so far been met -

§ . by indeci%sion in your Administration -- except for

ERMINED TO BE AN ADMINISTRATIVE

Secretary Brown's statement which I trust 1< for undis—
-closed bargaining purposes. TR

[Srasd
e }

Unless an 1n1t1at1ve is forthcomlng promptly frow
the United States Government, the peaceful character
of space will be seriously endangered, with the gravest
consequences for humanity. The existence of credible
threats to national means of verification will add a new
element of instability to the concept of mutual deterrence
“-—-. . and a powerful argument against SALT II in thc Senatc.-

Given my responsibilities as Chairman of two Senate
Subcommittees with jurisdiction in this matter,_1 intend
to raise this issue publicly, and one ovportunit

_ will
{pe préesent 1in tne forthcoming hearings (March 8) by the
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~ for bllateraI‘U.S.-USSR’negotlatlons leading to an arms

The President o ' February 10, 1978
Page 2 : ' : : ’ : A

Subcommittee on Science, Technology and ance-cbvering
the Department of Defense space program. While I '
recognize that dlsagreemnnts exist within the Executive

Branch over this issue, JI_stropngly urge yoy to resolve
these differences and fu1f111 your own expressed hope.

control agreement _covering fﬁe environment . of space.

before 1t 1s _too late.

'

I would welcome your response to this suggestion. -

Sincerely, .




P ~ THE WHITE HOUSE

WASHINCTON

February 24, 1978

- T Dear Senator Stevenson:
] .
The President has asked me to ensure :
that your letter to him of February 10th =
- _ concerning arms control in space is
‘answered as comprehensively as possible.
I have asked the Arms Control. and Disarma-
ment Agency (ACDA)} to provide you a reply.
that conveys both the magnitude of our
behind-the-scenes effort, and the com-
plexity of this issue. ACDA will be res-
ponding to you in the nEIE‘%éVéfﬁT‘ﬁayg“‘

+

N - ~ Sincerely,

C wen

Zbigniew Brzezinski

The Honorable Adlai Stevenson
. United States Senate
T i  Washington, DC 20510
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. D
MY {ORANDIM FOR: JTnE 9”“ CTOR, ARNS COXIROL AND DISARLENT
........ — AL ‘.Av—-w“'-‘-"Q .\.(-;'\ Y - B |
SUBJECT: _ ’ Letter Lo the President from Scnafor Staveazon

on Weapoirs in Spasce

Senator ‘Stevenson has sent a letter to the President (Tad A)'argeingifoti
an fwnediate woratorium on the testing snd deployment of weapoas in spree
and the Initfation of arms control negotiations on this <ubJect. e ex-

presses a parLicular concern sbout the Impact of space SPapons Gii hal1ona
technical means of verification in the SALT centext. .

.

,RCDA ds. lennosted to 1cB{Z_direLtly to Scnator Sfeven~on on boha.{ pf lhe

s 2 paomt S S et Ben s ket s e

Pxes:dent._ T Suﬂoest that the 1eply contain an- of?g?”far ACDA pkxxunnél

P o s p R L e . T & e VP B S e e

to bx:of Lhe~§onntnr, in order to avoid sending: him a very rompl1.atpd
lctter that tries o capture the enormity of the arms control prchlen in .
space. (Tn this regard, it would be sppromiate_ta.brief bim on_tha.con~

A e
- i e s e o

clusions 1ecoxded at _the Febroary JSLh SCC meeting on ASAT ')

S et n -
e ot e iNe,

“the inrerl 'Epty*nx féﬁf?“ﬁbs‘£Qrwarded'to the'Senator today;

[ ) : . - - -\?l ‘ !': -
s - : €3* o 32
. T }7 i
- €35
” Te. X
E¥
- . 9
. ) : . ‘o.?--:

Zbigniew Breczinski w

‘f
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THANKS -- SUSAN
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